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Sandusky Community Schools

Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2008

Sandusky Community School District, a K-12 school district located in Sanilac County,
Michigan, has implemented the provisions of Governmental Accounting Standards Board
Statemeni 34 {GASB 34). The Management’s Discussion and Analysis, a requirement of
(GASB 34, is intended to be the Sandusky Community School District administration’s
discussion and analysis of the financial results for the fiscal year ended June 30, 2008 and
June 30, 2007,

Generally accepted accounting principles (GAAP), according to GASDB 34, require the
reporting of two types of financial statements: fund financial statcments and
government-wide financial statements.

Fund Financial Statements

The fund statements are formatted to comply with the legal requirements of the Michigan
Department of Education’s “Accounting Manual.” In the State of Michigan, school
districts” major instruclional and instructional support activities are reported in the
General Fund. Additional activities are reported in various other funds. These include
Special Revenue ['unds, Debt Service I'unds, and Fiduciary Funds.

In the fund firancial statements, capital assets purchased are reported as cxpenditures in
the year ol acquisilion with no asset being reported. The issuance of debt is recorded as a
financial resource, The current year’s payments of principal and interest on long-term
obligations are recorded as expenditures. The obligations for future years’ debt service
are not recorded in the fund [inancial stalements.

Government-wide Financial Statements

The government-wide financial statements are required by GASB 34. These statemenis
are caleulated using full accrual accounting and more closely represent those presented
by business and industry. All of the District’s assets and liabilitics, both short and long-
term, are reported. As such, these statements include capital assets, net of related
depreciation, as well as the bonded debt of the District,



Sandusky Community Schools

Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2008

Summary of Net Assets

The following schedule summarizes the net assets at fiscal year ended June 30, 2008 and

2007:

Assets
Current assets

6/30/2008
§ 5,015,709

6/30/2007
§ 4,286,054

Nongurrent assets 13,335,129 12,193,231
Tolal assets $18,350,838 516,479,285
Liabilities
Current liabilities $ 3,761,855 $ 3,170,133
Long-term liabilities 12,462,782 11,642,199
Total liabilitics 16,224,637 14,812,332
Net Assets
Invested in capital asscts, nct of rclated 243,119 219,211
Restricted for debt setvice 1,140,638 1,037,783
Unrestricted 742,444 409,959
Total net assets 2,126,201 1,666,953
Total liabilitics and nct asscts $18,350,838 $16,479,285

Analysis of Financial Position

During the fiscal year ended June 30, 2008, thc District’s ncl assels increascd by
$459,248. A few of the more significant factors affecting net assets during the year are

discussed below,

1. Early Retirement Incentives

The Schaol Disfrict approved Early Retirement Incenlives for 10 employees during 2007,
totaling $280,500. $136,500 will be paid in fiscal year 2009, The entire amount has been

recorded as a liability of the school district.

il




Sandusky Community Schools

Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2008

2. Depreciation Expense

GASB 34 requires school districts to maintain a record of annual depreciation expense
and the accumulation of depreciation expense over time. The net increase in accumulated
depreciation expense is a reduction in net assets.

Depreciation expensce is recorded on a straight-line basis over the estimated useful lives
of the assets. In accordance with GAAP, depreciation expense is calculated based on the
original cost of the asset less an estimated salvage value, where applicable. For the fiscal
year ended June 30, 2008, $520,203 was recorded for depreciation expensc.

3, Capital Outlay Acquisilions
For the fiscal year ended June 30, 2008, $38,428 of expenditures were capitalized and
recorded as assets of the District. These additions to the District’s capital assets will be

depteciated over time as cxplained above,

Results of Operations

For the fiscal year ended June 30, 2008 and 2007, the resuits of operatians, on a District-

wide basis, were:

Year Ended June 30, 2008

Year Ended June, 30, 2007

Amount % of Total Amount % ol Total
General Revenues
Property l'axes $ 2,165,041 18.25% § 2,078,733 17.29%
State sources 8,377,099 70.62% 8,651,256 71.96%
Other 336,332 2.84% 301,292 2.51%
Total general revenues 10,878,472 91.71% 11,031,281 91.75%
Program Revenues
Charpes for scrvices 279,854 2.36% 314,818 2.62%
Operating grants 703,623 5.93% 676,595 5.63%
Total program revenues 983,477 8,29% 991,513 8.25%
Total revenues $11,861,949 100,00% §12,022,794 100.00%
Expenses
Instruction $ 6,220,494 54.55% § 6,789,271 55.64%
Support services 3,450,293 30.26% 3,728,748 30.56%
Community services 6,654 0.06% 7,412 0.06%
Food services 652,826 5.73% 636,287 5.21%
Athletics 150,886 1.32% 177,983 {.46%
[nterest on long-term debt 401,345 3.52% 376,307 3.08%
Depreciation 520,203 4.56% 485,655 3.98%
Total expenses $11,402,701 100,00% 512,201,663 100.00%
Increase (decrease) in net assets $ 459,248 5 (178,869)

i




Sandusky Community Schools

Management’s Discussion and Analysis
For Fiscal Year Iinded June 30, 2008

Analysis of Significant Revenues and Expenses
Significant revenues and expenditures are discussed in the segments below:
1. Property Taxes

The District levied [8.0000 mills of property taxcs for operations on non-homestead
properties. According to Michigan law, the taxable levy is based on the taxable valuation
of properties. The annual laxable valuation increases are capped at the rate of the prior
year's Consumer’s Price Index increase or 5%, whichever is less. At the time property is
sold, its taxable valuation is readjusted to the State Equalized Value, which in theory is
half of the property’s market value.

For the 2007-2008 fiscal year, the district levied $1,237,227 non-homestead property
taxes. This represented an increase of 4.48% from the prior year. The amount of unpaid
property taxes at June 30, 2008, less an estimate for those deemed to be un-collectible,
was $20,000,

The following table summarizes the non-hontestead property tax levies for operations for
the past [our years:
% Increase

Non-homestead {Decrease)
Fiscal Yecar Tax Levy from prior ycar
2007 - 2008 §1,237,227 4.48%
2006 - 2007 1,184,133 12.97%
2005 2006 1,048,140 5.05%
2004 - 2005 997,727

2. State Sources

The majority of the state sources is comprised of the per student foundation allowance.
The State of Michigan funds districts based on a blended student enrollment, The
blended enrollment consists of 75% of the current year’s fall count and 25% of the prior
year’s spring count, For the 2007 — 2008 [iscal year, the Districl’s foundation allowance
was $7,204 per student FTE, which represented a 1.68% increase over the amount
received for the 2006 — 2007 fiscal year.

iv



Sandusky Community Schools

Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2008

3. Student Enrollment

The following schedule lists the actual blended student FTE for the past four fiscal years:

Actual
Blended
Student FTE

2007 - 2008 1,264

2006 — 2007 1,312

2005 - 2006 1,290

2004 — 2005 [,331

4, Operating Grants

The District funds a significant porfion ol ils operations with calegorical sources, For the
fiscal year ended June 30, 2008, federal, state and other grants accounted for $703,623,
This represents an increase of $27,028 over the total grant sources received for the 2006 —
2007 fiscal year.

5. Interest Earnings

The District received interest on its investments in the amount of $74,8%0 for the fiscal
year ended June 30, 2008. With interest rates declining from the prior year, interest
revenues are down from the prior fiscal year by $26,986.

6. Comparative Expenditures

A comparison of the expenditures reported on the Statement of Revenues, Expenditures,
and Changes in Fund balances is shown below,

2007-2008 2006-2007 Increase

Fiscal Ycar Fiscal Ycar {Decrease)
Expenditures
Instruction $ 6,383,346 $ 6,508,676 §  (125330)
Supporting scrvices 3,496,800 3,738,457 (241,657)
Community services 6,654 7,412 {758}
Food scrvice 652,826 641,430 11,396
Athletic activities 150,886 177,983 {27,097}
Capital Outlay 1,523,901 - 1,523,901
Debt Service 1,009,935 973,116 31,819

Total expenditures §13,224348  § 12,052,074  § 1,172,274




Sandusky Community Schools

Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2008

General I'und Budgetary Highlights

The Uniform Budget Act of the Stale of Michigan requires that the local Board of

Education approve the original budget for the upcoming fiscal year prior to its starting on
July 1. Any amendments made to the operating budget must be approved by the Board
prior to the closc of the fiscal year on Junc 30",

For the 2007 — 2008 [iscal year, the district amended the general [und budgel lwo times
with the Board adopting the final changes in June 2008, The following schedule shows a
comparison of the original general fund budget, the final amended general fund budget
and actual totals from operations:

Variance
with Final
Budget
Original positive %
Budpet Final Budget Actual (negative)  Variance
Total revenues $10,008,741 $10,199,289 510,195,790 § (3,499 -0.03%
Expenditures
[nstruction 6,370,021 6,495,115 6,383,346 111,769 1.75%
Supporting 3,696,950 3,616,154 3,496,800 119,354 3.41%
Community 8,601 8,656 6,654 2,002 30.09%
Total expenditures $10,075,572  $10,119,925  § 9,886,800  $233,125 2.36%

Capital Asset and Debt Administration

Capital Assets

By lhe end ol the 2007 — 2008 fiscal year, the district had invested $11,711,456 in a
broad range of capital assets, including school buildings and facilities, school buses and
other vehicles, and various types of equipment. This represents a decrease of $481,775
over the prior [liscal year, Depreciation cxpensc for the year amounted to $520,203,
bringing the accumulation to $7,998,542 as of June 30, 2008.

Long- term Debt

At June 30, 2008, the District had $13,348,269 in debt oulstanding. This tepresents an
increase of $947,059 over the amount outstanding at the close of the prior fiscal year.

Vi



Sandusky Community Schools

Management’s Discussion and Analysis
For Fiscal Year Ended Junc 30, 2008

Factors Bearing on the Distriet’s Future

At the time that these firancial statements were prepared and audited, the Disiricl was
aware of the following items that could significantly affect its financial health in the
future.

* With the current cconomic condition in the country, and especially in the State
of Michigan, uncertainty surrounds the level at which districts will be funded
for the student foundation allowance for the 2008 - 2009 fiscal year., The
carly indication is that the foundation allowance lor 2008 — 2009 will remain
uncertain well into the fiscal year which will pose a challenge to the District to
maintain  structural  balance while continuing with its educational
programming.

e As with other employers, the District continues to face a rapid increase in
rates paid for employee benefits, particularly for health Insurance.
Additionally, the State has not managed to keep down the growth in the rate
districts fund the retirement system over the past few years, and the increase
in the number of retirces projected 1o occur over the next few years may also
result in higher annual increases.

e The contract with the Sandusky Community Schools Education Association,
the union that represents the teaching staft, expives July 31, 2008.

+ ‘lI'he state of Michigan continues {o increasc ils [ocus on student achievement.
Results of standardized test scores (Michigan Education Assessment Prograin)
are compared from year to year, with the results being tabulated by school
building and by district.  With the changes to the federal Title I legislation
resulting from the No Child Behind Act, adequate yearly progress of students
will be more important as cerfain portions of funding are now tied to it.

Contacting the District’s Financial Management

This financial report is designed to provide our citizens, taxpayers, customers, investars
and credifors wilth a general overview of the District’s finances and to demonstrate the
District’s accountability for the money it receives. If you have questions aboul this
report, or need additional financial information, please contact Martha Essenmacher,
Superintendent, 191 Pine Tree Lane, Sandusky, MI 48471,

vii



ANDERSON TUCKEY BERNHARDT & DORAN PC
Cerhﬁed Pubhc Accountants

'Aﬁdef#pn, CPA

August 7, 2008

easley, CPA : . ' -
e - . : INDEPENDENT AUDITOR'S REPORT

'I"'I'o the Board of Education
- Sandusky Community Schools
S_enduskly.' Michigan 48471

We' have audlted the accompanymg financial statements of the governmental
- activities, each- major fund, and the aggregaie remaining fund information of

'Sandusky Community Schools, as of and for the year ended June 30, 2008, whlch.

collectively ‘comprise the basic financial statemnents .of the District's primary .
_ governmént as listed In the table of coritents. These financial statements are {he

respensibility of Sandusky Communlty School's, management. Qur responsibility is
o express oplmons on fhese financial statements based on our audit.

) We conducted our audlt in accordance with auditing standards generally accepted in

© the United States of America and the standards applicable fo financial audits
contained.in Government Auditing Standards'issued by the Comgptrolier General of
the United States. Those standards require that we plan and perform the audit to
.obtain reagonabie assurance about whether the financial statements are free of
material mlsstatement An audit mciudes examining, on a test basis, evidence
-suppomng the amounts and disclosures in the financial statemerifs. An audit also
includes assessing the-accountinig principles used and significant estimates made by

. management, as well as evaluating the overall finaricial statement presentation. We

' belleve that our aud:t pmwdes ‘a reasoriable basis for.our optnlons

“In our oplmon the F nanma[ statements referred to above present fairly, in ail matenal

respects, the respective financial position of the governmental activities, each major

-fund, and the aggregate ‘remaining fund information of Sandusky Community

: Schools as of June 30, 2008, and the respective changes in financtal position thereof

“for the ‘year then ended in conformlty wdh eccounilng princnples generaiiy accepted
inthe Unlted States, of America. : .

' [n accordance wnh GovemmentAud;ﬂng Standards we have also issued our report
dated August 7,,2008 on our consideration of Sandusky Community Schools' internal
cantrol dver ﬂnanctal reporting and on our‘tests of its .compliance with certain
provislons of laws, regulations, contracts, and grant agreements and other matiers.

~ The purpose of that report Is 1o describe the scope of our testing of infernal control
;. over financial réporting and compliance and the results of that testing and net to
: prowde an opmion on the Internal control over financial reporting of on compliance.

That report is'an integral part of an audit performed in accerdance with Government

Auditing Standards and should be considered in assessing the results of our audit.

Ty




To the Board of Education
Sandusky Community Schools
August 7, 2008

The management's discussion and anhalysis and budgetary comparison information on pages i through vii and
page 24, are not a required part of the basic financial statements but are supplamantary information required
by accounting principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the required supplementary information. However, we did not audit the information and
express no opinion on it

Qur audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the primary government of Sandusky Community Schools’ basic financial staternents. The additional
information on pages 26 to 44 is presented for purposes of additional analysis and is not a required part of the
basic financial statements. This additional information has been subjected to the auditing procedures applied
in the audit procedures applied in the audit of the basic financial statements and, in our opinion, are fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

w,’(%, Rowhandd #aean, R,

ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
CERTIFIED PUBLIC ACCOUNTANT
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CURRENT ASSETS:
Cash
Investments

Accountis receivable

SANDUSKY COMMUNITY SCHOOLS
STATEMENT OF NET ASSETS
June 30, 2008

ASSETS

Due from other governmental units
Due from Internal Accounts
Progerty taxes receivable

TOTAL CURRENT ASSETS

NONCURRENT ASGETS:

Deferred bond charges
Construction in Progress

Capital assets

Less accumulated depreciation

TOTAL NONCURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES:
Accounts payable

LIABILITIES AND NET ASSETS

Accrued salaries, benefits & payrol taxes

Deferred revenue
State aid note
Accrued interest

Current portion of early retirement incentives
Current portion of long term debt

TOTAL CURRENT LIABILITIES

NONCURRENT LIABILITIES:
Noncurrent portion of compensated absences
Noncurrent portion of long term debt

TOTAL NONCURRENT LIABILITIES

NET ASSETS:

Invested in capitat assets, net of related debt
Restricted for debt service

Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

The accompanying nicles are an integral parl of the financial slatemenls,

3

$ 2,374,674
963,641
13,545
1,626,368
17,483

20,000

5,015,709

99,772

1,523,901

19,709,988
(7,9098,542)

13,335,129

$ 18,350,838

$ 321,002
790,791
68,698
1,660,000
55,877
136,500
748,987

3,761,855

119,759
12,343,023

12,462,782

243,119
1,140,638
742,444

2,128,201

$ 18,350,838




SANDUSKY COMMUNITY SCHOOLS
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2008

PROGRAM REVENUES

GOVERNMENTAL
ACTIVITIES

Net (Expense)
Revenue and

Charges for Qperating Changes in
Functions/Programs Expenses services Grants Net Assets
Governmental activities:
Instruction $ 6,220,494 $217,578 5 (6,002,916}
Support services 3,450,283 145,052 (3,300,241}
Community services 6,654 - (5,654)
Food services 652,826 $ 230,797 340,993 (81,036)
Athletics 150,886 49,057 (101,829}
Interest an long-term debt 401,345 - (401,345)
Unaliccated depreciation 520,203 (520,203)
Total governmental activities $ 11,402,701 $ 279,854 $ 703,623 {10,419,224)

General revenues:
Property taxes, levied for general purposes
Property taxes, levied for debt service
State of Michigan schoo! aid unrestricted
Investment revenue
Miscellaneous

Total general revenue
Change in net assets
Net assets, beginning of year

Net assets, end of year

The accampanying hotes are an integral part of the financial staterments,

1,262,227
912,814
8,377,009
74,890
261,442

10,878,472

459,248

1,666,963

$ 2,126,201




ASSETS

CURRENT ASSETS:
Cash
Invasiments
Accounts recaivable
Due frar other funds
Due from other governmental units

TOTAL ASSETS

LIABILITIES AND FUND BALANCE

LIABILITIES:
Accounts payable
Accrued salaries, behefils & payroll taxes
Due to ather funds
Oeferred revenue
Slate aid note

TOTAL LIABILITIES

FUND BAL ANCE:
Unreserved:
Designated [or compensated absences
Undesignated
Reserved for capital projects
Reserved for debl relirement

TOTAL FUND BALANCE

TOTAL LIABILITIES AND FUND BALANCE

SANDUSKY COMMUNITY SCHOOLS

BALANCE SHEET

GOVERNMENTAL FUNDS
June 30, 2008

OTHER

QZAB NONMAJOR TOTAL
GENERAL DEBT CAPITAL GOVERNMENTAL  GOVERNMENTAL

FUND SERVICE PROJECTS FUNDS FUNDS
$ 1,804,374 § 265454 304,849 2,374,674
$ 953,641 . 963,641
9,645 3,900 13,545
18,459 9,251 27,710
1,626,366 . 1,626,366
$ 3,458,044 $ 963641 § 265454 318,000 5,005,236
$ 101,933 $ 201,350 17,718 321,002
790,799 750,794
9,251 976 10,227
58,608 - 53,698
1,550,000 - 1,650,000
2,610,673 201,350 18,695 2,830,718
118,759 19,758
728,409 66,431 794,640
64,104 64,104
$ 963841 232,874 1,196,515
846,168 963,641 64,104 299 308 2,475,218
$ 3,458,841 $ 963,64f  $ 265454 318,000 5,006,936

The actompanying noles are an integral pad of the financial siatensents.



SANDUSKY COMMUNITY SCHOOLS
Reconciliation of the Governmental Funds Balance Sheet {o the

Statement of Net Assets
June 30, 2008

Total Fund Balances - Governmental Funds $ 2,175,218

Amounts reported for governmental activities in the statement of
net assets are different because:

Capital assets used in governmental activities are not
financial rasources and are not reparted in the funds

The cost of capital assets is: 19,709,998
The cost of construction in progress is: 1,523,901
Accumulated depreciation is: {7,998,542)

Long term liabilities are not due and payable in the current
period and are nal reported in the funds

Bands payable: (13,082,010)
Early retirement incentives {136,500)
Compensated ahsences (119,758)
Deferred amount on bond refunding 70,285
Deferred issuance costs for bond refunding 29,487
Accrued interest is not included as a liability
in governmerntal funds; it is recorded when paid: (55,877}
Balance of taxes receivable at 6/30/08 tess allowance for doubiful accounts 20,000
Net Assets of Governmental Activitles $ 2,126,201

The accompanying notes are an integral part of the financial stalements,

6



REVEMUES:

Locsl scurces
Eroperty tax
Interest income
Food sales and athlelic admlsslens
Cither

Stale sources

Federal sources

TOTAL REVENUES

EXPEMDITURES:
nstruction
Supporting services
Comminity services
Food services aclivilies
Athletic activities
Capital cutlay
Crabt service:
Principal retirament
Interest
Qiher

TOTAL EXPENDITURES

EXCESS (DEFICIENGY) OF REVENUES OVER

EXPEMDITURES

OTHER FINANCING SOURCES {USES):
Transfer from other funds
Sale of fixed assets
Transfer from olher districts
Paymenls to bond escrow agemnt
Transfer to othar funds
roceeds from sale of bonds
Band issuance costs
Deferred amaount
Principal relirement
Purchase of Land
Interest on Purchase of Land

TGTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES OVER EXPENDITURES

& OTHER $OURCES {USES)

FUND BALANCE - BEGINNING OF YEAR

FUND BALANCE - END OF YEAR

SANDUSKY COMMUNITY SCHOOLS
Stalement of Revenues, Expenditures, and Changes in Funhd Balances

Governmental Funds

For the Year Endad June 30, 2008

OTHER

QZAB NONMAJOR TOTAL
GENERAL DEBT CAPITAL GOVERNMENTAL  GOVERNMENTAL

FUND SERVICE PROJEGTS FUNDS FUNDS
$ 1,237,227 $ 912,814 g 2,150,041
80,314 $ 5 14,574 74,890
279,854 279,654
205,039 2,278 207,317
8,330,580 48,519 8,377,099
362,630 340,993 703,623
$10,195,790  § -3 5 3 1,597,023 § 11,792,824
$ 6,383,346 $ 6,383,346
3.496 800 3,498,800
6,654 5.654
$ 652,826 652,826
150,888 160,888
$  1,523.801 - 1,523,904
510,000 610,000
394,477 394 477
5458 5,458
$ 9,886,800 % -8 1523904 $ 1813647  § 13,224,348
308,890 - (1523.895) {215.618) (1,437,524
- $ 137663 127,186 264 648
1,750 1,750
52,378 52,376
(1,575,000) (1,575,000}
(264,548) - (264 ,848)
1,688,000 1,720,000 3,308,000
{29,487} (29,487}
(79,285} (70,285)
{5,011} (5.011)
{8,572) (6,672)
$ {222,405) $ 137,863 $ 1,588,000 $ 172,413 $ 1,675,671
$ 86,585 § 137,663 5 64,104 5 [44208Y S 244,147
761,583 825,078 343,510 131,071
§ 848,168  $ 983641 $ 54,104 $ 200,505  § 2,176,218

The accomponying nates are an intagrad par of the finsncial stalemaents.



SANDUSKY COMMUNITY SCHOOLS
Reconciliation of the Statement of Revenues, Expenditures, and
Changes in Fund Balances of Governmental Funds

to the Statement of Activities
June 30, 2008

Total net change in fund batances - governmental funds

Amounts raporied for governmantal activities in the stalement
of activities are different because:

Capital cullays are reporled in governmenlal funds as expendilures, However,
in tha statemant of activitisg, the cost of thase assets are allocated over their
useful lives as depreciation:

Depreciation expensc

Capilal oullay

Consiruclion in pragress

Accrued interest on bonds is recorded in the statement of activities when
incurred; it is nol recorded in governmantal funds until it is paid:

Accrued interast payable at the beginning of the year

Accrued interest payable at the end of tha year

The issuance of long-tenm debt {e.g., bonds, leases) provides current financial resources

to governmental funds, while the repayment of the principal of long-term debt consumes the
current financial resources of governmental funds. Neither transactlon, howsaver, has any
cffect on net assets. Also, governmental funds report the effect of issuance costs, premium,
discounts, and similar items when debt is first issued, whereas these amounts arg deforred and
amortized in the staterment of activities. The elfecl of hese dillerences in the treatment of
long-tarm debt and related ifems is as follows:

Progecds fron) deht

Principal repaymenis

Deferred issuance costs

Defarrad amount on bond refunding

Compensated absences are reported on the accrual methed in the statement

of aclivities and recorded as an expendifure when due in the governmentai fungs:
Accrued compensaled absences haginning of tha year
Accrued compensated absences end of the year

Early retirement incentives are reporled on the accrual method in the staternent
of activiies and recorded as an expandiiure whan due in the governmental funds:
Accrued early retirement incentives beginning of the year
Accrued garly retirement incentives end of the year

Revenbe is recorded on the accrual method in the statement of activitios, In the
governmental funds it is recorded on the modified accrual method and not
congidered available:

Accruad ravenue at the beginning of the year

Accrued revenue at the end of the year

Change in net assets of governmental activities

Tho scoompanying rales are aninlegral part of the knancial slalemenls,

$

§

244,147

{520,203}
38,428
1,623,901

61,139
(55,877)

(3,308.000)
2,190,010
29,487
70,285

148,690
{119,758}

280,500
(136.500)

(5,000

20,000

459,248



SANDUSKY COMMUNITY SCHOOLS
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
June 30, 2008

AGENCY FUNDS

CURRENT ASSETS
Cash $ 113,863
Accrued interest 299
TOTAL ASSETS $ 114,162
LIABILITIES
Due to general fund $ 17,483
Due to student organizations 96,679
TOTAL LIABILITIES $ 114,162

The aceompanying noles are an inlegral part of the financial stalernenis,



SANDUSKY COMMUNITY SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The Sandusky School District was organized in the late 1800's and presently covers approximately 158 square miles covering
all or paris of 13 Townships in Sanilac County. The School District operates under an elected Schoal Board {7 members) and
provides sducational services to approximately 1,284 students.

The basic financial statements of the Sandusky Community Schools have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP)} as applied to government units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setiing body for establishing governmental accounting and
financial reporting principles. The more significant of the District's accounting policies are described below.

REPORTING ENTITY:

The Sandusky Community Schools (the “District”) is governed by the Sandusky Community Schools Board of
Educalion {the "Board”), which has responsibility and control over all activities related to public school education
within the Dislricl, The District receives funding from local, state, and federal gavernment sources and must comply
with all the requirements of these funding source enlities, However, the District is not included in any cother
governmental reporting entily as defined by the accouniing principles generally accepted in the United States of
America. Board members are elacted by the public and have decision-making authority, the power to designate
management, the ability to significantly influence operations, and the primary accountability for fiscal matters. In
addition, the District’s reporting entity does no contain any component units as defined in Governmental Accounting
Standards Board Statements No. 14 and 39.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS:

The government-wide financial statements (i.e., the statement of net assets and the statement of activities) report
information on all of the non-fiduciary activities of the District. For the most part, the effect of interfund activity has
been removed from these statements. The government-wide financial statements categorize primary activities as
either governmental or business type. All of the District's activities are classified as governmental activities.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment are
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or
segment, Program revenues include 1) charges paid by recipients who purchase, use or diractly benefit from goods
or services hy a given function or segment and 2) granis and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. State Foundation Aid, cerfain revenue from
the intermediate school district and other unresiricied items are not included as pregram revenues but instead as
general revenues.

In the government-wide statement of net assets, the governmental activities column (a} is presented on a
consolidated basis, (b) and is reported on a full accrual, economic resource basis, which recognizes all long-term
assets and receivables as well as long-term debt and cbligations. The District’s net assets are reported in three parts
— invested in capital assets, net of related debt; restricted net assets; and unrestricted net assets,

The District first utilizes restricted resources to finance qualifying activities.

The government-wide statement of activities reports both the gross and net cost of each of the District's functions.
The functions are also supported by general government revenues {property taxes, certain intergovernmental
revenues, investment income and ather revenus). The statement of activities reduces gross expenses by related
program revenues and operating grants. Program revenues must be directly associated with the function. Operating
grants include operating-specific and discretionary {sither opsrating or capital) grants.

The net costs {by function) are normally covered by general revenue {property taxes, state sources, intermediate
district sourcas, interast income and other revenues.)

The District dees not allocate indirect costs.

10



SANDUSKY COMMUNITY SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (CONTINUED]):

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS, {Continuedj:
This governmeni-wide focus is more on the sustainability of the District as an entity and the change in the Disfrict's
net assets resulting from the current year's aclivities.

Separate financial statements are provided for governmental funds and fiduciary funds, even though the latter are
axcludad from govarnment-wide financial statements. Major individual governmental funds are reported as separate
columns in the fund financial statements.

GOVERNMENTAL FUNDS:

Governmerntal funds are those funds through which most school district functions lypically are financed. The
acquisition, use and balances of the schooi district's expendable financial resources and the related current liabilities
are accounted for through governmental funds.

The District reporis the following maijor governmental fund:

The ganeral fund is the District's primary operating fund. 1t accounts for all financial resources of the District, except
those required to be accounted for in another fund,

The QZAB debt service fund accounts for the resources accumulated and payments made for principal and interest
on long-term general obligation dabt of gavarnmental funds.

The capital projects fund is used to account for the acquisition and construction of major facilities by the school
district.

OTHER NON-MAJOR FUNDS:

The special revenue funds account for revenue sources that are legally restricted to expenditures for specific
purposes (not including expendable trusts or major capital projects). The District accounts for its food service and
athletic activities in the special revenus funds.

The 2000/2068, 2004, and Durant debt setvice funds account far the resources accumulated and payments made for
principal and intarest on long-term general obligation debt of governmental funds.

Fiduciary funds account for assets held by the District in a lrustee capacily ar as an agent on behalf of others. Trust
funds account for assets heid by the District under the terms of a formal trust agreement. Fiduciary funds are not
included in the government-wide statements.

The agency fund is custedial in nature and does not present results of operations or have a measurement focus.

Agency funds are accounted for using the modified accrual basis of accounting. This fund is used to account for
assets that the District holds for others in an agency capacity (primarily student acfivities).

1



SANDUSKY COMMUNITY SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (CONTINUED):

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND BASIS OF PRESENTATION:

Accrual Method;

The government-wide financial statements are reported using the economic resources measurement focus and (he
accrual basis of accounting, as are the fiduciary fund financial siatements, Revenues are recorded when earned and
axpenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied, Grants and similar items are recagnized as revenue as
soon as all eligibility requirements imposed by the provider have been met.

Private-sector standards of accounting and financial reporting issued prior to Dacember 1, 1989, generally are
foliowed in the government-wide financial statements to the extent that those standards do nol conflict with or
contradict guidance of the Government Accounting Standards Board.

Modified Accrual Method:

Gavernmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and
available. Revenues are considered to be available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the District considers revenues 1o be
available if they are collected within 60 days of the end of the current fiscal pericd. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, debt service expenditures, as well as
expenditures related to compensated absences and claims and judgments, are recorded only when paymsntis due.

Property taxes, state and federal aid and interest associated with the current fiscal period are all constdered to be
susceptible to accruat and so have been recognized as revenues of the current fiscal pericd. All clher ravenue items
are considered to be measurable and available only when cash is received hy the District.

State Revenue;

The State of Michigan utilizes a foundation grant approach which provides for a specific annual amount of revenue
per student based on a state-wide formula. The foundation is funded from state and local sources. Revenues from
state sources are primarily governed by the School Aid Act and the School Code of Michigan. The Michigan
Department of Education administers the allocation of state funds to school districts based on information supplied by
the districts. For the year ended June 30, 2008 the foundation allowance was based on he pupil membership counts
taken in February and September of 2007.

The state portion of the foundation is provided primarily by a state education praperty tax millage of 6 mills and an
allocated portion of state sales and other taxes. The local portion of the foundation is funded primarily by non-
homestead property taxes that may be levied at a rate of up to 18 mills. The State revenue is recognized during the
foundation period and is funded through payments from October, 2007 - August, 2008, Thus, the unpaid portion at
June 30™ is reported as due from other governmental units. The local revenue is recognized as outlined in Note 1
Accounting for Property Taxes.

The District alsc receives revenue from the State to administer certain categorical education programs. State rules

require that revenue earmarked for these programs be expended for its specific purpose. Calegorical funds received,
which are not expended by the close of the fiscal year, are recorded as defarred revanue.

12



SANDUSKY COMMUNITY SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (CONTINUED):

ASSETS, LIABILITIES AND EQUITY:

1. Cash and equivalents include amounts in demand deposits and certificates of deposit,

The District reports its investments in accordance with GASB Statement No. 31, Accounting and
Financial Reporting for Certain Investments and for External investment Pools and No. 40 Deposits and
lnvestment Risk Disclosures. Under these standards, certain investments are valued at fair value as
determined by quoted market prices, or by estimated fair values when quoted market prices are not
available. The standards also provide that certain invesiments are vaiued at cost (or ameortized cost)
when they are of a short-term duration, the rate of return is fixed, and the districts intend to hold the

investment uniil malurity.

State statutes authorize the District {o invest in bonds and ather direct and certain indirect obligations of
tha U.8. Treasury; cerlificates of deposit, savings accounts, deposit accounts, or depository receipts of a
bank, savings and loan asscciation, or credit union, which is a membar of the Federal Deposit Insurance
Corporation, Federal Savings and Loan Insurance Corgoration, of National Credit Union Administration,
respectively; in commercial paper rated at the time of purchase within the three highas! classifications
established by not less than twe standard rating services and which matures not more than 270 days
after the date of purchase. The District is also authorized to investin LS. Government or faderal agency
cbligation repurchase agraements, bankers' acceptances of U.S. banks, and muiual funds composed of

investments as outlined above,

2. Shert-term Interfund Receivables/Payables.

During the course of operations, numerous transactions occur between individual funds for goods
provided or services rendered. These receivables and payables are classified as "due from other funds”

or "due to other funds" on the balance sheet.

3. Property Taxes.

Property taxes levied by the District are collected by various municipalities and periodically remitied to the
District. The taxes are levied and become a lien as of July 1 and December 1 and are due upon receipt
of the hilling by the taxpayer and become a lien on the first day of the levy year. The actual due dates are
September 14 and February 14, after which time the bills become delinguent and penalties and interast

may be assessed by the collecting entity.

The District along with certain other governmental units is permitted by the Constitution of the State of
Michigan of 1863 to levy combined taxas up to 350 per §1,000 of assessed valuation for general
governmental services other than the payment of Debt Service Fund expenses if approved by a majority
of the electors. The District must include certain tax levies of other governmental units located within the
District, primarily the county, when determining the maximum millage of $50 per $1,000 of assessed
valuation. For the year ended June 30, 2008, the District levied the following amounts per $1,000 of

assessed valuation:

FUND MILLS
General Fund - Non Homestead 18.000
2000 Debt Service Fund — Homestead and non-homestead B70
2004 Debt Service Fund — Homestead and non-homestead 3.730

13



SANDUSKY COMMUNITY SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (CONTINUED):

ASSETS, LIAEILITIES AND EQUITY, {Contihued):

4. Inventories and Prepaid items.

Inventories are valued at the lower of cost {first-in, first-out) or market. Inventories consisting of
cxpendable supplies, held for consumption, are recorded as expenditures when consumed rather than
when purchased. Certain payments to vendors reflect costs applicable to future accounting pericds and

are recorded as prepaid items.

5. Capital Assets.

Capital assets purchased or acquired are capifalized at historical cost or estimated histerical cost.

Donated fixed assets are valved at their estimated falr market value on the date reccived.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized. Improvements are capitalized and depreciated over the

remaining useful lives of the related fixed assets.

Depreciation on all assets is provided on the straight-line basis over the estimated useful lives as follows:

Buildings and additions 50 years
Furniture and other equipment 5~ 15 years
Vehicles and buses 5 years

The District’s capitalization policy is to capitalize individual amounts exceeding $5,000. Group purchases

are evaluated on a case-by-case basis.

6. Compensated Absences.

Teachers with ten years or more of consecutive service will be paid $22 per day for unused sick days if
they leave the district. Each teacher shall be credited with thirteen sick leave days at the heginning of
each school year that can be accumuiated with no cap for teachers employed by the District as of
December 18, 2002, Aliteachers hired after December 18, 2002, will have a 88-day cap on their unused
sick days. Other groups have contracts with negotiated sick leave benefits at varying levels. The long-
term liability for compensated absences is reported on the government-wide financial statemenis. A

liakility for these amounts is reporied in governmental funds only if they are payable currently,

7. Unemployment insurance.

The District reimburses the Bureau of Worker's & Unemployment Compensation (BW & UC) for the
actual amount of unemployment benefits disbursed by the BW & UC on behalf of the District. Billings

received for amounts paid by the BW & UC through June 30 are accrued, if material.

8. Long-term obligations.

in the governmant-wide financial statemaents, long-term debt and othear long-term chligations are reporied
as liabilities on the statement of net assets. Bond pramiums and discounts, as wall as issuance cosls
and the difference between the reacquisition price and the net carrying amount of the old debl, are
deferred and amaortized over the life of the bonds using the straight line method aver the term of the

related deht.

14



SANDUSKY COMMUNITY SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (CONTINUED):

ASSETS, LIABILITIES AND EQUITY, (Continued):

8. Long-term obligations (continued),

In the fund financial statements, governmental fund types recognize bond premiums andg discounts, as
well as bond issuance costs during the current period. The face amount of debt issued is reported as
other financing sources. Pramiums raceived on debtissuances are reported as other financing sources
while discounts on debi issuances are reported as other financing uses, Issuance costs, whether or not

withheld from the actual debt proceeds received, are reported as debt service expenditures.

9. Fund Balance.

The unreserved fund balances for governmental funds reprasent the amount available for budgeting
future operations. The resetved fund balances for governmental funds represent (he amount that has
been legally ldentified for specific purposes or indicates that a component of assets does not constitute
"available spendabie resocurces". The designated fund balances for governmental funds represent

tentative plans for future use of financial resources,

10. Memorandum only - Total Column.

The total column on the combined financial statements are captioned "memarandum only" lo indicate that
they are presented only fo facilitate financial analysis and do not represent consolidated finangial
information. Data in these celumns do not present financial position or results of opsrations in conformity
with U.S. generally accepted accounting principles. Neither is such data comparable (0 a consolidation.

Interfund eliminations have not been made in the aggregation of this data.

11. Use of Estimates.

The process of preparing financial statements in conformity with U.S. generally accepted accounting
principles requires the use of estimates and assumptions regarding certain types of assets, liabilities,
revenues and expenditures. Such estimates primarily relate to unsettled transactions and events as of
the date of the financial statements. Accordingly, upon settlement, actual results may differ from

estimated amounts,

18



SANDUSKY COMMUNITY SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 2 - STEWARDSHIP, COMPLIANCE & ACCOUNTABILITY:
Budgets are adopted on a basis consistent with U. S. generally aceepted accounting principles. Annual appropriated budgets
are adopted for the general, special revenue and debt service funds. All annual appropriations lapse at fiscal year end.

The District does not maintain a formalized encumbrance accounting system.
The District follows these procedures in establishing the budgetary data reflected in the financial statements:

1. The Superintendent submits to the School Board a proposed operating budget for the fiscal year
commencing on July 1. The operating budget includes proposed expenditures and the means of
financing them. The level of control for the budgets is at the functional level as set forth and presented
as required supplementary information.

2. Public hearings are conducted fo obtain taxpayer comments.

3. Prior to July 1, the budget Is legaily adopted by School Board resolution pursuant to the Uniform
Budgeting and Accounting Act (P.A. 621 of 1878). The Act requires that the budget be amended prior to
the end of the fiscal year when necessary to adjust appropriations If it appears that revenues and other
financing sources will be less than anticipated or so that expenditures will not be in excess of ariginal
estimates. Expenditures shall not be made or incurred, unless authorized in the budget, or in excess of
the amount appropriated. Violations, if any, are noted in the required supplementary information section,

4. The Superintendent is authorized to transfer budgeted amounts between major expenditure functions
within any fund; however, the School Board must approve these transfers and any revisions that alter the
iotal expenditures of any fund.,

5, Formal budgetary integration is employed as a management control device during the year for the
general fund, special ravenuea and debt service fund.

8. The budget as presenlad, has been amended; Supplemental appropriations were made during the year
with the last one approved prior to June 30.

NOTE 3 - DEPOSITS AND INVESTMENTS - CREDIT RISK:
As of June 30, 2008, the Disfrict had the following investments.

Weighted
Average Standard
Maturity & Poor's

Investment Type Fair value (Years) Rating %
Guaranteed Investment Contract (GIC)  $ 963,641 1.87 AT+ 100.0
Total fair value $ 963,641 100.0%
Fortfolic weighted average maturity 1.87

1 day maturity equals 0.0027, one year equals 1.00
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SANDUSKY COMMUNITY SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 3 — DEPOSITS AND INVESTMENTS - CREDIT RISK, {Continued):

Interest rate risk. In accordance with its investment policy, the District will minimize interest rate risk, which is the risk
that the market value of securities in the porifolic will fall due to changes in market interest rates, by, structuring the
investment portfolio so that securities mature to meet cash requirements for ongoing operations, thereby avoiding the
need to selt securities in the open market; and, investing operating funds primarily in shorter-term securities, liquid asset
funds, money market mutual funds, or similar investment pools and limiting the average maturity in accordance with the
District's cash requirements.

Credit risk. State law limits investments in commercial paper and corporate bonds to a prime or better rating fssued by
nationally recognized statistical rating organizations (NRSROs).

Concentration of credit risk, The District will minimize concentration of credit risk, which is the risk of laoss attributed to
the magnitude of the District's investmant in a single issuer, by diversifying the investment portfolio so that the impact of
potential losses from any one type of security or issusr will be minimized,

Custodial credit risk - deposits. In the case of deposits, this is the risk that in the event of a bank failure, the District's
deposils may not be returned to it. At June 30, 2008, the carrying amount of the District's deposits was $2,488,537 and
the bank balance was $2,840,231. Of the bank balance, $100,000 was covered by federal deposit insurance while the
remaining bank balance of $2,740,231 was uninsured and uncollateralized. The District places its deposits with high
quality financial institutions. Although such deposits excead federally insured limits, they are, in the opinion of lhe District,
subject to minimal risk.

Custodial credlt risk - Investments. For an investment, this is the risk that, in the event of the failure of the
counterparty, the District wlll not be able to recover the value of its investments or collateral securities that are in the
possession of an outside party

The District will minimize custodial credit risk, which is the risk of loss due to the failure of the security issuer or backer,
by, limiting investments to the types of securities allowed by law; and pre-gualifying the financial institutions,
broker/dealers, intermediaries and advisors with which the District will do business.

Tha District's Guaranteed Investment Contract is collateralized and invested for the purpose of paying off the Note
Payable Disclosed in Note 7,

The investment Agreement, dated as of April 12, 2001, by and among LaSalle Bank, as the Depository on behail of both
ths participating Michigan School District and the Michigan Municipal Bond Authority, and Wachovia, as Provider.

The net proceeds from the sale of the School Improvement Bonds were loaned by the Authority to Michigan School
Districts. Such Loans ars to be repaid with annuai set-a-side installments deposited with the Depository for investment
under the Investment Agreement. Set-a-side installments are deposited under the Investment Agreement versus
Permitted Investments {collateral securities) equaling at least 103% of the deposited amount and the Depasitory holds
such Permitted Invesiments in a fiduciary capacity.

The Guaranteed Rate under this Investment Agreement {commonly referred to as guaranteed investment contract-GIC or
collateralized investment agreement-CIA) is 2.0% (simple interest actual days efapsed over a 385-day year),

The Guarantor is Wachovia, as guarantor of the Provider's obligations under this investment Agreement.
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SANDUSKY COMMUNITY SCHOOQLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 3 — DEPOSITS AND INVESTMENTS - CREDIT RISK, {(Continued):

Foreign currency risk. The District is not authorized {o invest in investmeants which have this type of risk.

The ahove amounis as previously reported in Note 3:

Deposits - including Fiduciary Funds of $113,863 $ 2488537
Invastments 963,64 1
$ 3452178

The above amounts are reported in the financial statements as follows:

Cash - District wide $ 2374674
Fiduciary Funds 113,863
Investments - District wide 963,841

$ 3.452,178

NOTE 4 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN:

Plan Description — The District contributes to the statewide Michigan Public School Employsas’ Reliremsnl System (MPSERS),
a cost sharing multiple-employer state-wide defined benefii public employee retirernant plan governed by the State of Michigan.
The MPSERS provides retirement benefits and postretirement hensfits for health, denlal and vision for substantially all
employees of the District. The MPSERS was established by Public Act 136 of 1845 and operated under the provisions of
Pubiic Act 300 of 1980, as amended. The MPSERS issues a publicly available financial report that includes financial
statements and required supplementary information for MPSERS. That raport may be obtained by writing to Michigan Public
School Employees Retirement System, P.O. Box 30171, Lansing, Michigan, 48809-7671 or by calling (800) 381-5111.

Funding Policy — Member [nvesiment Plan {M{P) members enrolled in MIP prior to January 1, 1990 contribule a permanently
fixed rate of 3.9% of gross wages. The MIP contribution rate was 4.0% from January 1, 1987, the effeclive date of the MIP,
until January 1, 1990 when it was reduced to 3.9%. Members first hirad January 1, 1980 or later and relurning members who
did not work between January 1, 1987 through December 31, 1889 contribute at the following graduated psrmanently fixed
contribution rate: 3% of the first $5,000; 3.6% of $5,001 through $15,000; and 4.3% of all wages over $15,000.

Basic Plan members make no coniributions. For a limited period ending December 31, 1992, an active Basic Plan meimber
could enroll in the MIP by paying the contributions that would have been made had enroliment cocurred initially on January 1,
1887 or on the date or hire, plus interest. MIP contributions at the rate of 3.8% of gross wagss begin at anrollment. Actuarial
rate interest is posted to member accounts on July 1% an ali MIP monies on deposit for 12 months. |f a member leaves
MPSERS service and no pension is payable, the member's accumutated contribution plus inlerest, if any, are refundable.

The District is required to contribute the full actuarial funding contribution amount to fund pension benefits, plus an additional
amount to fund ratiree health care benefit amounts on a cash disbursemant basis. The rate for the year ended June 30, 2008
was 17.74% for October 1, 2006 through Seplember 30, 2007 and 16.72% through June 30, 2008. The coniribution
requirements of plan members and tha District are established and may be amended by the MPSERS Board of Trustess. The
District gontributions to MPSERS for the year endead June 30, 2008, 2007, and 2006 were $ 887,460, $990,475, and $879,318,
respectively, and were equal to the required contribution for the year.
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SANDUSKY COMMUNITY SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 4 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN, {Continued):

The District is not responsible for the payment of retirement benefits, which is the responsibility of the Stale of Michigan.

Other Post-Emplgyment Benefits — Also within the MPSERS system, retirees have the option of health coverage, which is
funded on & cash disbursement basis by the employers. The MPSERS has contracted to provide the comprehensive group
medical, hearing, dental and vision coverages for retirees and beneficiaries. A significant partion of the premium is paid by the
MPSERS with the balance deducted from the monthly pension.

NOTE 5 - RISK MANAGEMENT:

The District is exposed to risk of loss related to injuries to employees’., The District participates in a pool of educational
institutions within the State of Michigan for self-insuring workers' disability compensation. The poolis considered a public entity
risk pool. The District pays quarterly premiums to the peol for the insurance coverage. n the event the pool's total claims and
expenses for a policy year exceed the total normal annual premiums for said years, all members of the pool's policy vear may
be subjectto special assessment to make up the deficiency. The pool maintains reinsurance for claims in excess of $500,000
for each occurrence with the overall maximum coverage being unlimited. The District has not been informed of any special
assessments being required.

The District continues to carry commercial insurance for other risks of loss, including property and casually errors and
omissions, fleet and employee health and accident insurance.

NOTE 6 - INTERFUND RECEIVABLES AND PAYABLES:
The Trust & Agency Fund is the custedian for several accounts that are considered schoof district funds, the balance of
which is payable to the General Fund.

INTERFUND INTERFUND
RECEIVABLE PAYABLE
General Fund $18,459 $9,251
Hot Lunch 8,251
Trust & Agency Fund 17,483
Athletic Fund 976
Total $27,710 $27,710

The outstanding balances between funds results mainly from the lag of time between the dates that (1} interfund goods and
setvices are provided or reimbursable expenditures occur, (2} transactions are recorded in the accounting systems, and (3)
payments between funds are made.

NOTE 7 - LONG-TERM DEBT:
As of June 30, 2008, the school district had the following long-term debt outstanding:

A}  General QObligation Bonds Pavable

2000 School Building and Site Bonds

Sandusky Community Schools has issued General Obligation Bonds dated July 28, 2000, in the amount of $2,065,000,
bearing interest at rates varying from 5.00% to 5.50% per annum. These bonds were issued for the purpose of erecting,
furnishing and equipping additions to Maple Valley Elementary and developing and improving athletic fields and facifities,
parking improvements and sites. The balance of the bonds as of June 30, 2008 was $135,000. During the school year
ending June 30, 2008, $1,575,000 of these bonds were refinanced.
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SANDUSKY COMMUNITY SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 7 - LONG-TERM DEBT, (Continued):
2001 Energy Conservation Improvement Bonds {General Obligation — Limited Tax) Qualified Zone Academy Bonds
Sandusky Community Scheols issued 2001 Energy Conservation Improvement Bonds dated June 21, 2001, in the amount
of $1,789,620. The bonds wilt be repaid with 13 annual payments of $137,663. The annual paymants are baing made to
the bank of New Yeork Trust Company and will be accumulated untit 2014 at which time the bands will be redeemed. The
school Is earning interest at the rate of 2% per year on the escrowed funds. The interest will he accumulated by the
escrow bank and used to reduce the last two annual payments.

2004 Refunding Bonds (General Obligation — Unlimited Tax)

The Bonds are being Issued for the purpose of refunding all of the District's outstanding 1994 Bonds, dated January 12,
1994, which are due and payable May 1, 2008 through May 1, 2021, inclusive, {the “Prior Bonds"} and {0 pay the ¢osts of
issuing the Bonds. The bonds were issued January 21, 2004 in the amount of $9,845,000 bearing interes! al rales varying
from 2.000% to 4.125% per annum. The balance of the bonds as of June 30, 2008 was $7,690,000.

2008 Refunding Bonds (Generat Obligation — Uniimited Tax)

The Bonds are being issued for the purpose of refunding $1,575,000 of the District’s outstanding 2000 Bonds, dated July
26, 2000, which are due and payable May 1, 2011 through May 1, 2021, inclusive, {the "Prior Bonds") and to pay the costs
of issuing the Bonds. The bonds were issued March 06, 2008 in the amount of $1,720,000 bearing interest at rates
3.390% per annum. The balance of the bonds as of June 30, 2008 was $1,720,000. The net present value savings on
the refunding is $100,391. This is the difference between the present value of the refunded bonds and the present value
of the refunding bonds. This is also referred to as the economic gain.

2008 Energy Conservation Building and Improvement Bonds {General Obligation — Limited Tax) Qualified Zone Academy
Bonds

Sandusky Community Schools issued 2008 Energy Conservation Building and [mprovement Bonds dated March 20,
2008, in the amount of $1,588,000. The bonds and interest will be repaid in varying principal amounts from March 20,
2009 to March 20, 2023 with interest at 1.5%.

BY 1898 Durant Resolution Bonds
Sandusky Community Schools issued Durant Resolution Bonds on Navernber 24, 1998 in the amount of $154,111 at the
interest rate 4.7613%. The bonds are a tegal obligation of the school district but the annual State of Michigan
appropriation is the only revenue source for making the annual debt service payments on the bonds. [f the fegislature fails
to appropriate the bonds, the district is under no obligation for payment, The balance at June 30, 2008 was $90,996.

C) Voluntary Severance Payments
Payments due {o teachers and support personne! who accepted the voluntary severance program as of June 30, 2008 are
as follows: August 2008 $ 6,500
September 2008 $ 130,000

B Land Contract
Sandusky Community Schools entered into a 15 year land contract in 2003 for $100,000 at the interest rate of 8%. The
land contract was for the purchase of land. The balance at June 30, 2008 was $78,394.
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SANDUSKY COMMUNITY SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 7 - LONG-TERM DEBT, (Continued):

E} Annual Principal Requirements
The annual principal requiremants for all debts outstanding as of June 30, 2008 are as follows:

June 30, 2009
June 30, 2010
June 30, 2011

Bonds Payable  Interest Total

$748,988 $367,597 $1,116,585
815,662 358,320 1,173,082
793,725 319,830 1,113,355

June 30, 2012 816,677 298,157 1,114,834
June 30, 2013 843,691 274,233 1,117,824
June 30, 2014-2018 6,240,267 952,603 7,192,870
June 30, 2019-2023 2,833,000 202,881 3,035,881
Accumulaied Early Retirement incentives 136,500 136,500
Accumulated Compensated Absernces 119,759 118,759

Total

$13,348,269  $2,773,421  $16,121,690

The aciual date of payment of sick days payable is undeterminable,

F} Changes in Generai Lang-Term Debt

The following is a summary of the long-term debt of the schaol district for the year ended June 30, 2008:

Balanice Balance Amount Due
Governmental Activities: July 1, 2007 Additions Deductions  June 30, 2008  In Cne Year
General Obligation & Durant Bonds $ 11,974,020 $3,308,000 $2,190,010 $ 13,092,040 $ 615,011
Capital Leases - - -
Early Retirement Incentives 280,500 ' 144,000 136,500 136,500
Compensated Absences 146,890 26,931 119,759 -
Total Governmental Activities 3 12,401,210 _$3,308,000 $2,360,941 § 13,348269 § 751511

An amount of $1,196,515 is available in the debt service fund to service the general cbligation debt,

Interest expense (all funds) for the year ended June 30, 2008 was $401,149.

NOTE 8 — TRANSFERS:

The general fund during the current fiscal year transferred $101,785 to the athletic fund to subsidize operalions and $137,663 to
the QZAB debt retirement fund to fund the annual payment and $25,400 to the hot lunch fund ta subsidize operations.
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SANDUSKY COMMUNITY SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 9 — CAPITAL ASSETS:
A summary of changes in the District’s capital assets follows:

BALANCE BALANCE
July 1, 2007 ADDITIOCNS DELETIONS  June 30, 2008

Gaovernmental Activities:
Capital assets, not being depreciated:

Land $ 100,000 $ 100,000
Capital assets, being depreciated:
Buildings and additions 17,667,288 17,667,298
Land improvements 628,021 £28,021
Equipment and furniture 249,885 249,885
Vehicles 1,041,676 38,428 (15,310} 1,064,794
Total capital assets being depreciated 18,586,880 38,428 (156,310} 19,609,998
Accumulated depreciation: {7,493,649) (620,203) 15,310 (7,998,542}
Net capital assets being depreciated 12,093,231 (481,775) - 11,611,456
Net governmental capital assets $ 12,193,231 $ (481,775) & - $ 11,711,456

Depreciation expense was charged as unallocated to the governmental activities in the amount of $520,203.

NOTE 10 - SHORT-TERM DEBT:
The District borrowed $1,650,000 at 3.68% interest per annum on August 20, 2007, from Chase Bank on a State Aid
Anticipation Note. The short-term note proceeds were used to meet cash fiow needs. The note malures Augusl 20, 2008. The

balance as of June 30, 2008 was $1,650,000.

Balance Balance
July 1, 2007 Additions Deductions June 30, 2008
State Aid Note $1.500.000 $1.650.000 $1,500,000 $1,650,000
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SANDUSKY COMMUNITY SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 11 — OPERATING LEASES:

Sandusky Community Schools has entered into the following operating leases summarized below;

Opertating Lease as Lessor

The District enterad Into a lease with the Sanilac Intermediate School District Special Education Consortium for the purpose of
leasing a building under construction at the Sandusky Middle School, The lease dates June 16, 1993 began July 1, 1993 with
occupancy occurring on or about August 23, 1993 and extends for fifteen years. Lease payments totaling $140,000 were paid
atthe inception of the lease. The purpose of the lease is to allow the consortium to provide special education services and other
related services. The lessor is responsible for all utitities and property and casualty insurance.

Operating Lease as Lessee
The District entered into a lease with Capital Advantage Leasing for the purpose of leasing 11 digital copiers and 16 printers.
The lease is for 60 months and requires monthly payments of $3,458. At June 30, 2007, future lease payments under the lease

are as follows:

June 30, 2009 $41,406
June 30, 2010 41,496
June 30, 2011 41,496
June 30, 2012 31,122

NOTE 12 — SELF INSURANCE POOL:

The School District participates in a public entity risk pocl {self-insurance pool) for its workers’ compensation, property and
casualty, general liability, and boiler insurance. The pool is through the MASB/SET/SEG and is administered by Corporate
Services. The pool provides for reinsurance by various insurance companies at various levels, depending on coverage, Should
the pool experience significant losses in the aggregate; the School District may be required to pay additional monies to the paol.

NOTE 14 - SUBSEQUENT EVENT.:
The District borrowed $1,310,000 at 1.63% interest per annum on August 20, 2008, from Chase Bank on a State Aid
Anticipation Note to meet cash flow needs for the 2008-2009 fiscal year,
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SANDUSKY COMMUNITY SCHOOLS

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE

REVENUES:
Local sources
State sources
Federal sources

TOTAL REVENUES

EXPENDITURES:
Instruction
Supporting services
Community services

TOTAL EXPENDITURES

EXCESS {DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES):
Transfers from Cther Funds
Sale of Fixed Assets
Transfers from Other Districis
Transfers to Other Funds
Principal Retirement
Purchase of Land
Interest on Purchase of Land

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES OVER EXPEN-
DITURES & OTHER SCURCES (USES)

FUND BALANCE - BEGINNING OF YEAR

FUND BALANCE - END OF YEAR

GENERAL FUND
For the Year Ended June 30, 2008

BUDGET VARIANCE-
FAVORABLE
ORIGINAL FINAL ACTUAL  (UNFAVORABLE)
$1,483510  $1,488918  $1,5025380  $ 13,662
8,250,735 8,359,346 8,330,580 (28,766)
364,396 361,025 362,630 11,605
10,098,741 10,199,289 10,195,790 (3,499)
6,370,021 6,495,115 6,383,346 111,769
3,606,950 3,616,154 3,496,800 119,354
8,601 8,666 6,654 2,002
10,075,572 10,119,925 9,886,800 233,125
23,169 79,364 308,980 229,626
- 1,750 1,750 -
16,000 21,680 52,376 30,696
(286,361) (272,061) (264,848) 7,213
(5,011) (5,011) (5,011) -
(6,672) (6,672) (6,672) -
(282,044) (260,314) (222,405) 37,909
(258,875) (180,950) 86,585 267,536
761,583 761,583 761,583 -
$ 502,708 $ 580,633  § 848,168 & 267,535
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CURRENT ASSETS

Cash

Investments

SANDUSKY COMMUNITY SCHQOLS

COMBINING BALANCE SHEET

NONMAJOR GOVERNMENTAL FUND TYPES
June 30, 2008

ASSETS

Accounts receivable
Due from other funds
Due from other governmental units

Inventory

TOTAL ASSETS

LIABILITIES AND FUND BALANCE

LIABILITIES

Accounts payable

Due to other funds

Deferred revenue

Accrued payroll {axes

TOTAL LIABILITIES

FUND BALANCE
Unreserved:

Designated for debt retirement

Undesignated

TOTAL FUND BALANCE

TOTAL LIABILITIES AND FUND BALANCE

TOTAL
SPECIAL DEBT

REVENUE SERVICE 2008
71,980 232,669 § 304,849
3,885 5 3,900
9,251 8,251
$ 85,126 232,874 $ 318,000
17,719 $ 17,719
a7 976
18,695 18,695
232,874 232,874
66,431 66,431
86,431 232,874 209,305
$ 85,126 232,874 $ 318,000
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SANDUSKY COMMUNITY SCHOOLS
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - NONMAJOR GOVERNMENTAL FUND TYPES
YEAR ENDED JUNE 30, 2008

TOTAL
SPECIAL DEBT
REVENUE SERVICE 2008
REVENUES:
Local sources
Property tax 3 912,814 $ 912 814
Interest income $ 2,748 11,823 14,571
Food sales and athietic admissions 279,854 279,854
Other 2,278 2,278
State sources 46,519 46,519
Federal sources 340,993 340,993
TOTAL REVENUES 672,392 924,637 1,697,029
EXPENDITURES:
Food services activities 652,826 652,826
Athletic activities 150,886 150,886
Capital outlay -
Debt service:
Principatl retirement 610,000 610,000
Interest 394,477 394 477
Other 5458 5,458
TOTAL EXPENDITURES 803,712 1,008,935 1,813,647
EXCESS (CEFICIENCY} OF REVENUES
OVER EXPENDITURES (131,320) (85,298) (216,618)
OTHER FINANCING SOURCES {USES):
Transfers from other funds 127,185 - 127,185
Proceeds from bond refunding 1,720,000 1,720,000
Bond issuance costs {29,487) (29,487)
Payments to bond escrow agent (1,575,000) {1,575,000)
Deferred amount {70,285) {70,285)
Transfers to other funds - -
TOTAL OTHER FINANCING SOURCES (USES) 127,185 45 228 172,413
EXCESS OF REVENUES OVER
EXPENDITURES & OTHER SOURCES (USES) (4,135) (40,070) (44,205)
FUND BALANCE - JULY 1 70,566 272,944 343,510
FUND BALANCE - JUNE 30 3 66,431 $ 232,874 $ 299,305
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SANDUSKY COMMUNITY SCHOOLS
GENERAL FUND
SCHEDULE OF REVENUES
YEAR ENDED JUNE 30, 2008

REVENUE FROM LOCAL SOURCES:
Property Tax
Interest incoms
Tuition and fees
Rental of building
Transfer fram Student Activities
Other

TOTAL REVENUE FROM LOCAL SOURCES

REVENUE FROM STATE SOURCES:
State aid
At risk
Preschool program
Special education

TOTAL REVENUE FROM STATE SOURCES

REVENUE FROM FEDERAL SOURCES:
Title |
Title V!
IDEA Project #080450-0708
Title if
Title V
Other Federal Grants

TOTAL REVENUE FROM FEDERAL SQURCES
OTHER FINANCING SOURCES

Transfers from Other Funds

Sale of Fixed Assets

Transfers from Other Districts

TOTAL REVENUE FROM OTHER FINANCING SOURCES

TOTAL REVENUES AND OTHER FINANCING SOURCES
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ACTUAL

$ 1,237,227
60,314

51,158
20,488

123,392

1,502,680

7,748,374
208,343
119,000

254,863

8,330,580

168,014

62,000
74,531

1,375
26,710

362,630

1,750
52,376

54,128

$ 10,249,916



SANDUSKY COMMUNITY SCHOOLS
GENERAL FUND
SCHEDULE OF EXPENDITURES
YEAR ENDED JUNE 30, 2008

28

ACTUAL
INSTRUCTION:
Basic Programs:

Elementary:
Profassional Salaries $ 1,262,747
Non-Professional Salaries 59,669
Insurance Benefits 342,369
FICA, Retirement, Etc, 379,578
Furchased Services 11,737
Supplies 21,247
Capital Qutlay 554
Miscellaneous 2,474

Total Elementary 2,080,375

Middle School:
Professional Salaries 977,464
Mon-Professional Salaries 33,013
Insurance Benefits 287,068
FICA, Retirement, Etc. 247,241
Purchased Servicas 12,880
Supplies 38,638
Capital Qutlay 971
Miscellanaous 2,890

Total Middle School 1,601,174

High School:
Professional Salaries 939,453
Non-Professional Salaries 21,954
Insurance Benefits 270599
FICA, Retirement, Etc. 272,657
Furchased Services 64,896
Supplies 32,852
Capital Outlay 13,741
Miscellanecus 3,380

Total High School 1,609,432



SANDUSKY COMMUNITY SCHOOLS
GENERAL FUND
SCHEDULE OF EXPENDITURES
YEAR ENDED JUNE 30, 2008

ACTUAL
INSTRUCTION, {Continued):
Basic Frograms, (Continued):
Pre-3choal Progrant:
Professional Salaries $ 48117
Non-Professional Salaries 21,973
Insurance Benefits 33,266
FICA, Retirement, Eic. 16,678
Purchased Services 2,288
Supplies 829
Capital Outlay -
Total Pre-School Program 123,161
Total Basic Programs 5 414,132
Added Needs:
Special Education:
Professional Sataries 314,810
MNon-Professional Salaries 28,291
insurance Benefits 104,773
FICA, Retirement, Etc. 108,672
Purchased Services 59,740
Supplies 1,377
Capital Qutlay -
Total Special Education & Speech Therapy 617,663
Compensatory Education:
Professional Salaries 35,208
Non-Professianal Salaries 123,677
Insurance Benefits 143,749
FICA, Retirement, Etc, 38,088
Purchased Services 112
Supplies 9,810
Total Compensatory Education 351,551
Total Added Needs 989,214
TOTAL INSTRUCTIOM: 6,383,346
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SANDUSKY COMMUNITY SCHOOLS
GENERAL FUND
SCHEDULE OF EXPENDITURES
YEAR ENDED JUNE 30, 2008

SUPPORTING SERVICES:

Student Servicas.
Professional Salaries
Non-Professional Salaries
Insurance Benefits
FICA, Retirement, Eic.
Purchased Services
Supplies

Total Student Services

[nstructional Support;
Professional Salaries
Non-Professional Salaries
Insurance Benefits
FICA, Retirement, Etc.
Purchased Services
Supplies
Capital Cutiay

Totat Instructional Support

General Administration:
Professional Salaries
[nsurance Benefits
FICA, Retirement, Etc.
Purchased Services
Supplies
Miscellaneous

Total General Administration

School Administration:
Professionat Salaries
Non-Prafessional Salaries
Insurance Benefits
FICA, Retirement, Etc.
Purchased Services
Supplies

Total School Administration
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ACTUAL

$ 178,833
28,042
58,607
85,728
16,241

3,961

371,212

6,673
50,807
44,340
14,168

5,572

4,001

125,461

103,644
16,480
36,989
48,512

3,178

5,561

214,364

228,564
85,641
51,878
76,014
17,916

8,847

478,849



SANDUSKY COMMUNITY SCHOOLS
GENERAL FUND
SCHEDULE OF EXPENDITURES
YEAR ENDED JUNE 30, 2008

ACTUAL
SUPPORTING SERVICES, (Continued):
Business Administration:
Non-Profassional Salaries $ 31,632
Insurance Benefits 7,430
FICA, Retirement, Etc. 7.877
Purchased Services 101,868
Supplies 2,101
Miscellaneous ' 83,149
Total Business Administration 234,057
Operations & Maintenance:
Professional Salaries 52,273
Non-Professional Salaries 272,994
Insurance Benefits 133,016
FICA, Retirement, Efc. 85,011
Purchased Services 161,255
Supplies 433,555
Capital Outlay 35,545
Miscellaneous -
Total Operations & Maintenance 1,174,549
Pupil Transportation;
Professional Salaries 46,589
Non-Professional Salaries 247,221
Insurance Benefits 122,541
FICA, Retirement, Etc. 83,213
Purchased Services 31,083
Supplies 204,763
Capital Cutlay 6,434
Miscellaneous 205
Total Pupil Transpertation 742,909
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SANDUSKY COMMUNITY SCHOOQOLS
GENERAL FUND
SCHEDULE OF EXPENDITURES
YEAR ENDED JUNE 30, 2008

SUPPORTING SERVICES, (Continued):

Cther Support Services:
Non-Professional Salaries

Insurance Benefits
FICA, Retirement, Etc.

Purchased Services
Supplies
Capital Outlay

Total Other Support Services

TOTAL SUPPORTING SERVICES

COMMUNITY SERVICES:
Professional Sataries
Non-Professional Salaries
FICA, Ratirament, Etc.
Purchased Services
Supplies

TOTAL COMMUNITY SERVICES

OTHER FINANCING USES:
Transfers to Other Funds
Purchase of Land
Interest on Purchase of Land
Payments on Loans

TOTAL OTHER FINANCING USES

TOTAL EXPENDITURES AND OTHER FINANCING USES
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ACTUAL

$ 271

69
84,253
7,483

63,323
155,399

3,496,800

4,947
1,208

499

6,604

264,848
5,011
6,672

278,531

$ 10,183,331



SANDUSKY COMMUNITY SCHOCLS
SPECIAL REVENUE FUNDS
COMBINING BALANCE SHEET
June 30, 2008

FOOD
SERVICES ATHLETICS COMBINED
ASSETS

Cash in bank $ 71,004 % 976 $ 71980
Accounts Recelvable 3,885 - 3,895
Due from other funds 9,251 - 9,251
Due from other governmental units - - -
Inventory - - -
TOTAL ASSETS § 84150 8 978 $ 85128

LIABILITIES & FUND BALANCE

LIABILITIES:

Accounts Payable $ 17,719 $ 17,719
Due to other tfunds - $ 876 976
TOTAL LIABILITIES 17,718 976 18,695
FUND BALANCE 66,431 $ - 66,431
TOTAL LIABILITIES & FUND BALANCE § 84,150 $ 976 § 85126
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SANDUSKY COMMUNITY SCHOOLS

SPECIAL REVEMNUE FUNDS
COMBINING STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES
June 30, 2008

REVENUES:

Local Sources:
Sale of meals & milk
Admissicns
Interest
Sale of supplies
Other

Taotal Local Sources

State Sourcas:
State Lunch Ald
Obbrer

Total Slate Sources

Federal Sourges:
Mational School Lunch Pragram
LEDA Commodities

Total Federal Sources

TOTAL REVENUE

EXPENDITURES:

Schaol Service Activities:
Non-Profess|onal Salaries
Mmsuranza Benefits
FICA, Relirement, Ete,
Purchased Services
Supplles & other costs
Capital Oullay

TOTAL EXPENDITURES

EXCESS {DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SQURCES {USES):
Trensfers from Ganeral Fung
Transfers to General Fund

TOTAL OTHER FINANGING 3OURCES (USES)

EXCESS OF REVENUES OVER
EXPENDITURES & OTHER SOURCES (USES)

FUND BALANCE - JULY 1

FUND BALANCE - JUNE 30

FOOD
SERVICES ATHLETICS  COMBINED
$ 230,797 $ 230,797
§ 49,057 49,057

2,14 44 2,748
2,278 - 2,278
235,149 49,11 284 B3O
46,519 46,519
46,519 46,519
309,518 309,516
31,477 31,477
340,993 - 340,993
623,261 48,101 672,392
118,011 62,656 180,667
100,095 - 100,095
31,374 11,374 42,748
98,831 54,093 153,724
287,967 22,753 310,750
15,728 - 15,728
862,828 150,886 803,712
(29,535 {101,785) {131,320)
25,400 101,785 127,185
26,400 101,785 127,185
{4,135) - {4,125)
70,566 - 70,566

§ 6643 3 - $ 66431
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SANDUSKY COMMUNITY SCHOOLS
NONMAJOR DEBT SERVICE FUNDS
COMBINING BALANCE SHEET
June 30, 2008

2000/2008 2004 DURANT TOTAL
DEBT DEBT DEBT DEBT
SERVICE SERVICE SERVICE SERVICE
ASSETS
Cash in hank $ 76,689 $ 156,180 % - $ 2323889
Investments - - .
Taxes Receivable 1 4 5
TOTAL ASSETS $ 76,690 ¥ 156,184 3 $ 232874
LIABILITIES & FUND BALANCE
Reserved for debt sarvice $ 76,690 $ 156,184 $ $ 232,874
TOTAL LIABILITIES & FUND BALANCE $ 76,680 $ 156,184 5 § 232,874
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SANDUSKY COMMUNITY SCHOOLS
NONMAJOR DEBT SERVICE FUNDS
COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE
YEAR ENDED JUNE 30, 2008

2080/2008 2004 DURANT TOTAL
DEBT DEBT DEBT DEBT
SERVICE SERVICE SERVICE SERVICE
REVENUES FROM LOCAL SOURCES:
Local Sources;
Current tax levy $ 146,127 3 766,687 $ 912814
Miscellaneous - -
Interast on investments 2,315 9,508 11,823
Total Local Saurces 148,442 776,165 - 924 637
State Sources - -
TOTAL REVENUES 148,442 776,195 - 924,637
EXPEMNDITURES:
Bond principal 55,000 535,000 - 610,000
Bond interest 122,416 272,081 - 394,477
Bond fees and charges 593 250 - 843
Tax abatement 738 3,877 - 4,615
TOTAL EXPENDITURES 178,747 831,188 - 1,008,935
EXCESS (DEFICIT) OF REVENUE OVER {30,308) (54,993) - {85,298)
EXPENDITURES
OTHER FINANCING SQURCES (USES):
Proceeds from bond refunding 1,726,000 1,720,000
Bond issuance costs (29,487) {29,487)
Payments to bond escrow agent (1,575,000} {1,575,000)
Deferred amount (70,285) {70,285)
Transfer from other funds - - -
TOTAL OTHER FINANCING SOURCES (USES) 45,228 - - 45 228
EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES & OTHER SQURCES (USES) 14,823 {54,993) - {(40,070)
FUMND BALANCE -~ JULY 1 61,767 211,177 - 272,944
FUND BALANCE - JUNE 30 $ 76,690 $ 158,184 $ - $ 232,874
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STUDENT ACTIVITIES:
Academic Games
AP Social Studies
Art Fund
Band
Baseball
Basketball
Brick Garden Fund
Cheerleaders
Class of 2007
Class of 2008
Class of 2009
Class of 2010
Class of 2011
Prama Fund
Elementary Fund
Equestrian Team
Football
(inls Basketball
Girls Soccer Club
Golden Apple
HS Fund
HS Giit Shop
HS Pop Fund
HS Student Council
JRN Scholarship Fund
Kohn Music Scholarship
Library
MV Accelerated Reader
MV Fourth Grade
MV Library
MV Music Program
MS Activities
MS Builders Club
MS Drama Club
MS Fund
MS Library
MS Quiz Bowl

SANDUSKY COMMUNITY SCHOOLS
AGENCY FUND
STATEMENT OF CASH RECEIPTS,

CASH DISBURSEMENTS, AND LIABILITIES
YEAR ENDED JUNE 30, 2008

BALANCE BALANCE
JUNE 30, CASH CASH JUNE 30,
2007 RECEIPTS DISBURSEMENTS 2008

$ 109 - - $ 100
2,424 2,739 $ 3,195 1,068
540 5,155 5,495 200
213 571 652 152
4,894 7,316 8,905 3,015
2,081 800 468 2,193
3,178 2,425 5,789 (186)
81 - 81 .
3,549 3,438 6,087 -
1,351 11,462 9,027 3,786
1,625 2,855 1,587 2,803

- 1,240 126 1,114

5.418 1,246 1,640 5,124
11,463 35,774 38,205 9,032
53 820 704 160
1,465 12,311 13,698 78
2,788 8,101 5,507 3,292
32 288 - 320
4,095 10,127 10,167 4,955
291 600 227 664
744 2,015 2,085 674
2,234 600 1,000 1,834

. 2,515 - 2,515

6,979 6,476 11,371 2,084

1 - . 1
3,475 20,658 21,490 2,644
155 486 - 641
388 - 388
301 179 220 260
784 2,733 1,054 1,563
10,374 5,371 11,176 4 569
2,147 6 2,153 -
334 1,463 178 1,619
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SANDUSKY COMMUNITY SCHOOLS
AGENCY FUND
STATEMENT OF CASH RECEIPTS,
CASH DISBURSEMENTS, AND LIABILITIES
YEAR ENDED JUNE 30, 2008

BALANCE BALLANCE
JUNE 30, CASH CASH JUNE 30,
2007 RECEIPTS DISBURSEMENTS 2008
STUDENT ACTIVITIES (Continued):
MS Science Clympiad $ 156 % 317 $ 324 $ 149
MS Social Studies Otympics 303 153 204 162
MS Student Council 1,763 3,005 2,224 2,544
MS Tech Committee 2,422 1,330 176 3,576
MS Technology 853 - 853 -
MS Travel Club 934 11,155 10,966 1,123
National Honor Society 634 308 492 450
National Jr. Honor Society 730 164 860 33
Project Graduation 534 8,178 5,857 855
Public Improvement 350 - . 350
R.ALD. 2,273 226 259 2,240
Ski Club 658 6,367 5,503 1,622
Soccer 734 348 “ 1,082
Softball 923 1,887 1,554 1,356
Spanish Club 28 - 27 1
Special Education Club 1,439 342 143 1,638
Static - 5,159 - 5,159
Goif & Tennis 360 2,407 2,610 157
Title One Supplies - - 1 4}
Track 607 - 520 87
Valleyball 2,852 7.656 9,024 1,484
Woodshop Club 989 1.226 1,593 6522
Wrestling 4,836 2,439 2,642 1,833
¥earbook 8,021 15,872 16,206 7,787
2008 Bpring Grant - 5,000 - 5,000
TOTAL STUDENT ACTIVITIES $ 103,845 $ 219,310 $ 226,275 $ 96,679
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SANDUSKY COMMUNITY SCHOOQLS
SCHEDULE OF BONDED DEBT - DURANT BONDS
June 30, 2008

$154,111 Durant Bond issued November 24, 1998:

DEBT SERVICE REQUIREMENT

INTEREST DUE FOR FISCAL YEAR
PRINCIPAL DUE
MAY 15 MAY 15 JUNE 30 AMOUNT
$ 8,576 $ 2,246 2009 $ 10,822
52,818 19,894 2010 72,712
9,413 1,409 2011 10,822
9,860 961 2012 10.821
10,329 482 2013 10,821
$ 90,996 $ 25,002 $ 115,998

The above bond issue bears interest at 4.7613%.

This bond, including the interest herean, is issued in anticipation of payments appraprizted and to be
appropriated by the State under Section 11g(3) of Act 84 to the School District {the "State Aid Payments"),

The School District hereby pledges and assigns to the Authority all of its rights to and in such State Aid
Payments as security for this bond and the State Ald Payments which are hereby pledged shall be subject ta a
statutory lien in favor of the Authority as authorized by Act 94. This bond is a self-liquidating bond and is not

a general obtigation of the School District and does not constitute an indebtedness of the School District

within any constitutional or statutory limitation, and is payable both as to principal and interest, solely from such
State Aid Payments. The School District, as requested by the Authority, hereby Irrevocably authorizes the
payment of the School Aid Payments directly to the Authority's Depository.
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SANDUSKY COMMUNITY SCHOOQOLS
SCHEDULE OF BONDED DEBT
2000 SCHOOL BUILDING AND SITE BONDS

June 30, 2008

Purpose of Issue: Erecting, furnishing and equipping additions to Maple Valley Elementary and developing
and improving athietic fields and facilities, parking and other site improvemertts, The bonds were issued July

26, 2000 in the amount of $2,065,000 bearing interest rates varying from 5.00% to 5.50%.

DUE
DATE PRINCIPAL
11/1/2008
5172009 $ 65000
117142009
5/1/2010 70,000
TOTAL $ 135000

RATES

5.125

5.200

INTEREST
DUE

$ 3,486
3,486
1,820
1,820

$ 10,612

PAYMENT

DUE

$ 3,486
68,486
1,820
71,820

$ 145,612

The majority of these bonds were refunded during the June 30, 2008 fiscal vear saving the schoal district

$100,391 in interest costs.
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SANDUSKY COMMUNITY SCHOOLS
SCHEDULE OF BONDED DEBT
2001 ENERGY CONSERVATION IMPROVEMENT BONDS
June 30, 2008

The Energy Conservation Improvement Bonds were issued June 1, 2001 in the amount of
$1,789,620 with an interest rate of 0.00%.

DEBT SERVICE REQUIREMENT

INTEREST DUE FOR FISCAL YEAR
PRINCIPAL DUE
JUNE 1% JUNE 1 JUNE 30 AMOUNT
. - 2009 -
- - 2010 -
- . 2011 -
. - 2012 -
- - 2013 -
$ 1,789,620 - 2014 $ 1,789,620
$ 1,789,620 $ - $ 1,788,620
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SANDUSKY COMMUNITY SCHOOLS
SCHEDULE OF BONDED DEBT
2004 REFUNDING BONDS
June 30, 2008

Purposs of Issug: To refund all of the District's outstanding 1994 Bonds, dated January 12, 1994, which are
and payable May 1, 20086 through May1, 2021. The bonds were issued January 21, 2004 in the amount of
$9,845,000 bearing interest rates varying from 2.000% to 4.125%.

DUE INTEREST PAYMENT
DATE PRINCIPAL RATES DUE BUE

11172008 $ 130,536 $ 130,538
5/1/2009 $ 560,000 2.200 130,536 690,536
111/20080 124,376 124,376
5/1/2010 570,000 2.450 124,376 694,378
117142010 117,394 117,384
5/1/2011 580,000 2.700 117,394 697,394
114172011 109,564 109,584
512012 585,000 3.000 100,564 704,564
11/4/2012 100,639 100,638
5172013 605,000 3.156 100,639 708,639
11/1/013 91,110 91,110
5/1/014 610,000 3.350 91,110 701,110
11/1/2014 80,892 80,892
51/2015 620,000 3.500 80,893 700,893
11/1/2015 70,043 70,043
5/1/2016 615,000 3.850 70,042 685,042
11172016 58,819 58,819
51172017 600,000 3.800 58,819 658,819
11/1/2017 47,419 47,419
5/1/2018 580,000 4.000 47,419 637,419
11/1/2018 35,619 35,619
5/1/2018 585,000 4,000 35,619 £630,619
11712019 23,719 23,719
5/1/2020 585,000 4125 23,719 808,719
117172020 11,663 11,663
5/1/2021 565,000 4125 11,663 576,653
TOTAL $ 7,690,000 $ 2,003,566 $ 9,693,566
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SANDUSKY COMMUNITY SCHOOLS
SCHEDULE OF BONDED DEBT
2008 REFUNDING BONDS
June 30, 2008

FPurpose of Issue: To refund $1,575,000 of the districts outstanding 2000 bonds dated July 26, 2000, The
2008 Refunding Bonds were issued March 6, 2008 in the amount of $1,720,000 with an interest rate of
3.390%.

DUE INTEREST PAYMENT
DATE PRINCIPAL RATES DUE DUE
11/1/2008 $ 38062 $ 38,062
5/1/2009 5 15,000 3.300 29,164 44,154
1141/2009 28,900 28,900
5/1/2010 20,000 3.390 28,900 48,900
1112010 28,561 28,561
6/1/2011 100,000 3.390 28,561 128,561
11/1/2011 26,866 26,866
5/M/2012 105,000 3.390 26,868 131,866
11/1/2012 25,086 25,086
5/1/2013 120,000 3.380 26,086 145,088
11717013 23,052 23,062
5/1/014 135,000 3.300 23,062 158,062
111172014 20,764 20,764
5/1/2015 165,000 3.380 20,764 175,764
111172015 18,137 18,137
5112016 185,000 3.380 18,137 203,137
11/1/2018 16,001 15,001
51/2017 185,000 3.380 15,001 200,001
1112017 11,865 11,865
5/1/2018 180,000 3.390 11,866 191,865
11/1/2018 8,814 8,814
5/1/2019 175,000 3.390 8,814 183,814
11/1/2018 5,848 5,848
5/1/2020 175,060 3.390 5,848 180,848
11/1/2020 2,880 2,880
51172021 170,000 3.390 2,880 172,880
TOTAL $ 1,720,000 $ 498,764 $ 2,218,764
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SANDUSKY COMMUNITY SCHOOLS
SCHEDULE OF BONDED DEBT
2008 ENERGY CONSERVATION AND BUILDING IMPROVEMENT BOND
June 30, 2008

The 2008 ENERGY Conservation and Building Improvement Bonds were issued March 20,
2008 in the amount of $1,588,000 with an interest rate of 1.50%. The purpase is for acquiring
and installing energy conservation, safety and building improvements to school facilities.

DUE

DATE

2008
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
TOTAL

44

INTEREST PAYMENT

PRINCIPAL RATES DUE DUE
$ 95,000 1.500 $ 23,820 $ 118,820
97,000 1.500 22,395 119,345
98,000 1.500 20,940 118,840
100,000 1.600 19,470 119,470
101,000 1.500 17,970 118,870
103,000 1.500 16,455 119,455
104,000 1.500 14,810 118,910
106,000 1.500 13,350 119,350
107,000 1.500 11,760 118,760
109,000 1.500 10,155 119,155
110,000 1.500 8,620 118,620
112,000 1.500 6,870 118,870
114,000 1.500 5,190 119,190
115,000 1.500 3,480 118,480
117,000 1.500 1,765 118,755
$ 1,588,000 $ 197,040 $ 1,785,040
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Jﬁfﬁniﬁf rETffj’ o REPORT ON INTERNAL CONTROL GVER FINANCIAL

Valerie J, Hartel, CPA - " © REPORTING AND-ON COMPLIANGE AND OTHER MATTERS BASED ON

.'Ierry L.Haske,CPA S -~ AN AUDIT OF FINANCIAL STATEMENTS PERFORMED: IN

Timothy Franze!

RoﬁenL. Tuckey, CPA 'Augus't_?, 2_008_

To the Board of Education
. Sandusky Community Schoois
Sandusky, Ml 48471 :

" We have audited” the flnanmal statements of the governmental achwtles each major
fund, and the aggregate remaining fund. information of Sandusky Communuy Schools.
as of and for the year ended-June 30, 2008, which collectively comprise Sandusky
Community Schools basic financial statements and have issued. our report thereon
dated August-7, 2008. We conducted our audit in ‘accordance with audiling standards
generally accepted in the United States of America and the standards applicable -to
financial audits containad in Govemmenr Auditmg Standards issued by the Comptroller
_Generai of the Un:ted States. : :

. 'INTERNAL CONTROL OVER FINANCIAL REPORTING ,
In plannmg and performing our audit, we considered Sandusky Community Schools'
intarnal confrol over financial reporting in order fo determine our auditing procedures for .
the purpose of expressing our opinion on the financial statements and not to provide an
oplmon on: the internal control over financiat reporting. Accordmg!y. we do not express
an opinion on the efféctiveness of Sandusky Communlty Schools internal contral aver
-fmancial repomng . . : o :

A control def[mency exists when the design or operetlon of a control-does not allew o
. -management or employees, .in the normal course of -performing. their .assigneg
functions, to prevent or detect misstatements on a timely basis. A significant deficiency
is @ control defi iciency, or combination of control defictencies, that adversely affects the

_ enh{ys ability to initiate, authorize, record, process, or report financial data reliably in
accordance Wwith generally. accepted accounting principles such that there ‘is more than’
' a remote liksfihood that a misstatement of the entity's financial statements that is more
- than mconsequent:a! will not be prevented or detécted by the entity’s internal control.:
- We consider {he deficiency described as 2008-1 and 2008-2 in the accornpanying.
schedule of-findings and respohses lo be a ngnlflcant deficiency in internat conirot over .-
: flnan{:lal reporting. ) . .

_ o : : oA mater[al weakness Is a mgmf:cant defumency, or comblnahon of s:gmf:cant -
‘715 Gast Frank Street. - o .deflclenmes that results. in more than a remote likelihood that a material misstatement
-Cato, M[48723 . _ of the financial statements will not be prevented or detected by the enmys miernal
: S control ' . _

1 800-234-8829 :
Fax 989-673-3375 _
R : Pa_ge1
B atbdcpa;com: -
coa@uib ar
'Ofﬁee locations in Céro\,
Cass_ City & Matlette



To the Board of Education
August 7, 2008

Our considaration of internal contrel aver financiai reporting was for the limited purpose described in the preceding
paragraph of this section angd would not necessarily idenlify all deficiencies in internal control that might be significant
deficiencies or matsrial weaknesses. We did not identify any deficiencies in internal control over financial reporting
that we considered to be material waaknesses, as defined above.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasenable assurance about whether Sandusky Community Schools' financial statements are free
of matarial misstatement, we performed tesis of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an objective
of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matlters that are required to be reperted under Government Auditing Standards.

Sandusky Community Schools’ response to the findings identified in our audit is described in the accompanying
schedule of findings and guestioned costs. We did not audit Sandusky Community Schools’ response and,
accordingly, we express no opinion on it.

This report is intended solsly for the information and use of the hoard of education, management, U.3. Depariment of

Education, Michigan Department of Education and pass-through entities and is not intended to be and should not be
used by anyone other than these specified parties.

Qudounen Tcbey, Budondd #Doram, 20,

ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
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ANDERSON TUCKEY BERNHARDT &: DORAN, PC
Certlfled Pubhc Accountants

S }*-ge';gﬁgi;?»g;;t - 'REPORT ON COMPLIANGE WITH REQUIREMENTS
Thomsd B Dovar, CFA - - . APPLICABLE TO EACH MAJOR PROGRAM
Valerio J. Hartel, CPA . AND ON INTERNAL CONTROL OVER COMPLIANCE
Terry L, taske, CPA " INACCORDANCE WITH OMB CIRCULAR A-133

~ Jamie L. Peasley, CPA
Timc!hy Franzel - . -
....................................... o ~August 7, 2008

_ Robart L. Tuckey, CPA

To the Board of Education
_ Sandusky Community Schools -
Sandusky, MI 48471 .

COMPLIANCE ' '
We . have audited the comp]rance of Sandusky Commun[ty Schools with the types of
compliance requirements described in the U.S. Office of Management and Budget
(OMB) Circular A-133 Compliance Supplement that are applicable to its major -federai
program for the year ended June 30, 2008. Sanduisky Community Schools' major
federal -program is. identified in the summary of auditors’ results section of the.
‘accompanying schedule of fmdlngs and ‘questioned costs. Compliance with the
requirements-of laws, regulations, contracts, and grants’ applicable to each of its major
federal programs is the responsibility of Sandusky Community Schools’ manageament.
- Our responsibifity is to- express an oplmon on Sandusky Communlty Schools'
. ccmpllance hased an our audit.

. We conducted our audit of compliance in accordance W|th audltmg standards genera!ly
' accepted in the United States of. America; the standaids applicable to financial audits .
¢ontained in.Government Audrrmg Stantards, issued by the Conitraller General of the -
United -States; and OMB. Circular A-133, Audits of States, Local Governmenis, and’
Nen-Profjt Organizations. . Those standards and OMB Circular A- 133 require ‘that we -
plan and perform’ the  audit .to obtain reasenable assurance about whether
rioncompliance with the types of- compllance requirements referred ta above that coutd -
“have a direct and” material ¢ffect on a major. federai program occurred. An audit
includes examining, on a test basis, eviderice about Sandusky Community Schools'
compliance with 1hose requirements and performlng such other procedures .as we
_considered riecessaty in-the circumstances.  We believe that our audit provides a
-reasonable basis for our opinion.. Our audit does not provide a legal determmdhon of -
Sandusky Commumty Schcols compliance w1th those requurements

In’our cplmon Sandusky Commumty Schcc!s comphed in atl’ materral respects with
. the requnrements referred to above that are.applicable to its-major federal program for
o L the year -erided June 30, 2008: Howsvér, ihe results of our auditing procedures
715 Bast Frank Street . disclosed an instance-of noncompliance with those requirements, which are required to
Caro, MI48723 - - be.reported.in accotdance with OMB- Circular A-133 and which ‘are describad in the.
o S - - agcompanying schedule of findings and questioned costs as item 2008-3. '
. 989-673-3137. o o ‘ . :
.800-234-8829 . o
- Fax 989 673 3375 Page 3
. wwwathdcpa,coni o
> QH. :!-@' afbdcpa.com
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To tha Board of Education
Augusl 7, 2008

INTERNAL CONTROL OVER COMPLIANCE

The management of Sandusky Community Schoots is responsible for establishing and maintaining
effective intsrnal control over compliance with requirements of laws, regulations, contracts, and grants
applicable lo federai programs. In planning and performing our audit, we considered Sandusky
Communily Scheoels' internal control over compliance with requirements that could have a direct and
matanal alfect on & major federal program in arder to determine our auditing procedures for the purpose
of expressing our opinion cn compliance, but not for the purpose of expressing an opinion on the
effectivensess of the Sandusky Community Schools' internal control over comptliance, Accordingly, we do
not express an opinion on the effectivenass of the Entity's internal control over compliance.

A contfrof deficienicy in an entity's internal conirol over compliance exists when the design or operation of
a control does not allow management or employees, in the normal course of perferming their assigned
functions, te preveni or detect noncompliance with a type of compliance requirement of a federal program
on 3 timely basis. A significant deficiancy is a control deficiency, or combination of confrol deficiencies,
that adversely affects the entily's ability to administer a federal program such that there is more than a
remoete likelihood that noncompliance with a type of compliance requirement of a federal program that is
more than inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencles, that resulis in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the entity's internal control.

Qur consideration of the internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal contral that might
be significant deficiencies of material weaknesses. We did not identlfy any deficiencies in internal control
over compliance to be material weaknesses, as defined above.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

We have audited the basic financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Sandusky Community Schogls as of and for the year ended
June 30, 2008, and have issued our report thereon dated August 7, 2008. Our audit was performed for
the purpose of forming our opinions on the financial statements that collectively comprise Sandusky
Community Schools basic financial statements. The accompanying schedule of expenditures of federal
awards is presented for purposes of additicnal analysis as required by OMB Circular A-133 and is not a
required part of the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole.

This report is intended for the information and use of the board of education, management and federal
awarding agencies and pass-through entities and is not intendad {o be and should not be used by anyane
other than these specified parties.

Oucdonson oy, Buodandd #Qucam, 22,

ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

Page 4
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SANDUSKY COMMUNITY SCHOOL BISTRICT, SANDUSKY, MICHIGAN
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2008

NOTES:

1,

Basis of Presentation — The accompanying schedule of expenditures of federal awards includes the
grant activity of Sandusky Community Schools and is presented on the modified accrual basis of
accounting. The infermation in this schedule is presented in accordance with OMB Circular A-133
and reconciles with the amounts presented in the preparation of the financial statements and financial
reports submilied to the Michigan Department of Education,

Title I (CFDA number 84.010) and the Hot Lunch Cluster (CFD numbers 10.550, 10.555, and 10.553)
wara audited as major programs representing 76.02% cof federal expenditures.

The threshold for distinguishing Type A and Type B programs was $300,000. This schedule was
prepared on the modified accrual basis of accounting.

Management has utilized the Grant Section Auditor's Report (form R7120) and the Grant Audit
Report in preparing the Schedule of Expenditures of Federal Awards.

Federal expenditures are reported as revenue in the following funds in the financial statements:

General Fund $362,630
Special Revenue Fund 340,993
Total per financial statements $703.623
Total expenditures per the SEFA §703 623

The amount reported on the Receipt Enlitlement Balance Report agrees with this schedule for the
USDA donated food commodities.
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SANDUSKY COMMUNITY SCHOOL DISTRICT, SANDUSKY, MICHIGAN
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2008

Sectlon | -~ Summary of Auditor’'s Results

Financlal Statements

Type of auditor's repert issued:
Internal control over financial reporting:
+ Malerial weakness(es) identified:

« Significant deficiency(ies) identified that are not
considered to be material weaknesses?

Noncompliance materlal to financial statements noted?

Federal Awards
Internal contral ever major programs:
+ Material weakness(es) identified:

»  Sigrificant deficiency(ies) identified that are not

Unqualified
Yes X _No
X Yes None reported
Yes X HNo

Yes X __No

considered to be material weaknesses? X __Yes None reported
Type of auditor's report issued on compliance for major programs: Unqualified
Any audit findings disclosed that are required to be
reported with Section 510{a) of Circular A-1337 i Xes X _No

Identification of major programs:
CFDA Number{s}
84.010

Dollar threshoid used to distinguish belween type A
and Type 8 Programs:

Audilea qualifiad as low-risk auditee?

Page 8

Name of Federal Program ar Clustar

Title |

$300,000

Yes X _No




SANDUSKY COMMUNITY SCHOOL DISTRICT, SANDUSKY, MICHIGAN
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2008

Section Il — Financial Statement Findings

Findings considered significant deficiencies
Finding 20081

Crileria;

Elfective for the year ended June 30, 2008, Statement on Auditing Standards #112 titled Communicating
internal Controf Refated Matters ldentified in an Audit {issued May 2006), requires us to communicate in
writing when a client requires assistance to prepare the footnotes required in the annual audit report in
accordance with accounting principles generally accepted in the United States of America.

Condition:

After considering the qualifications of the accounting personnel of Sandusky Community Schools, we
helieve that the personnel have the abilities to maintain the day-to-day bookkeeping of the School District,
bul they do not have the gualifications and abilities to generate financia! statements, including required
footnotes, in accordance with accounting principles generally accepted in the United States of America.

Cause:
The staff of the district does understand all information included in the annual financial statemenis;
however, we assist in preparing the financial statements and related footnotes.

Effect:
We assist management with the external financiai reporting responsibility to ensure their financial

statements are accurate.

Recommendation:

We do not recommend any changes te this situation at this time and communicate this as required by
professional standards. We belleve this meeis the definition of a material weakness as defined in
Statement on Auditing Standards #112.

Client Response;

We are aware of this deficiency and believe it is not cost beneficial in our situation to davelop this
expertise. We will continue to use our external auditors for this technicat assistance. We would expect
this situation to be ongoing in future vears.

Finding 2008-2

Criteria:

Statement on Auditing Standards #112 titled Communicating Internal Control Related matters Identified in
an Audit (issued May 2006}, requires us to communicate in writing when a client has a small staff that
limits the segregation of duties.

Condition:
Due to the limited number of staff, many critical duties are combined and given to the available staff
andfor board members.

Context:
Internal controls are weakened due to the lack of segregation of duties.
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Section |l - Financial Statement Findings (Continued)

Effect:
Other staff rnembers and/ar board members must be utilized in order lo achieve good internal controls.

Cauge:
The district doesn't have enough staff in the husiness cifice to have a proper segregation of duties.

Recommendation:

At this time, we recommend the district segregate the duties whenever possible and communicate this as
reguired by professional standards. The correct process mests the definition of a significant deficiency as
defined in Statement on Auditing Standards #112.

Section lll - Federal Award Findings and Questioned Costs

Findihg 2008-3

Critetia:

The cost principles of CMB Circular A-87 require, "Where employses are expecled to work solely on a
single Federal award or cost abjective, charged for their salaries and wages will be supporied by periodic
certifications that the employeas worked salely on {hat program for the period covered by the certification.
These certifications will be prepared at least semi-annually and will be signed by the employee or
suparvisory official having first hand knowledge of the work performed by the employee”.

Condition:
The District did not complete the time certifications required for the employees working sclely on a single
Federal award or cost ohjective.

Context:
Salaries and wagses charged to the pregram could be disallowed.

Effect:
Proper documentation of time spent by full time employees is not being completed.

Cause;
The ¢ause of the condition was the lack of knowledge of the requirement of the Circular in regards to the
need for time certification,

Recommendation:

The District should develop a standard time ceriification form and have the appropriate employee or other
supervisory employee complete the certifications every six months if they are 100% federally funded or
keep appropriate time records if they are part-time federal employees.
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SANDUSKY COMMUNITY SCHOOL DISTRICT, SANDUSKY, MICHIGAN
SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2008

Findings considered material weaknesses

Finding 20071

Criteria;

Effective for the year ended June 30, 2007, Statement on Auditing Standards #112 titled Communicating
Internal Control Related Matters Identified in an Audit (issued May 20086), requires us lo communicate in
writing when a client requires assistance to prepare the footnotes required in the annual audit report in
accordance with accounting principles generally accepted in the United States of America.

Condition:

After considering the qualifications of the accounting personnel of Sandusky Community Schools, we
believe that the personnel have the abilities to maintain the day-to-day bookkeeping of the School District,
but they do not have the qualifications and abilities to generata financial statements, including required
footnotes, in accordance with accounting principles generally acceptad in the United States of America.

Cause:
The staff of the district does understand all information included in the annual financial statements;
however, we assist in preparing the financial statements and retated fooinotes.

Effect:
We assist management with the external financial reporting responsibility to ensure their financial
statements are accurate,

Recommendation:

We do not recommend any changes o this situation at this time and communicate this as required by
professional standards. Wsa believe this mests the definition of @ material weakness as defined in
Statement on Auditing Standards #112.

We are aware of this deficiency and belisve it is not cost beneficial in our situation. to develop this
expertise. We will continue 1o use our external auditors for this technical assistance. We would expect
this situation to be ongoing in future years.

Saction lil - Federal Award Findings and Questioned Costs

MNone
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SANDUSKY COMMUNITY SCHCOOL DISTRICT
CORRECTIVE ACTION PLAN
AUGUST 7, 2008
CONTACT PERSON: MARTHA ESSENMACHER
OVERSIGHT AGENCY: U.S. DEPARTMENT OF EDUCATION

Sandusky Community Scheol District respecifully submits the following corrective action plan for the year
ended June 30, 2008.
Auditor; Anderson, Tuckey, Bernhardt & Doran, PC
715 E Frank St
Carg, Ml 48723
Audit Period:  Year ended June 30, 2008

The findings from the June 30, 2008 schedule of findings and questioned costs are discussed below, The
findings are numbered consistently with the number assigned in the schedule,

Findings — Financial statement audit

Significant deficiency 2008-01.

Recommendation: We do not recommend any changes to this situation at this time and communicate
this as required by professional standards. We believe this meets the definition of a significant deficiency
as defined in Statement on Auditing Standards #112.

Action to be taken: We are aware of this deficiency and believe it is not cost beneficial in our situation to

develop this expertise. We will continue to use our external auditors for this technical assistance. We
would expect this situation to be ongoing in future years.

Significant deficiency 2008-02.

Recommendation; We do not recommend any changes to this situation at this time apd communicate
this as required by professional standards. We believe this meets the definition of a significant deficiency
as defined in Statement on Auditing Standards #112.

Action to be taken; We are aware of this deficiency and believe it is not cost beneficiat in our situation to
develop this expertise. We will continue to use our external auditors for this technical assistance. We
would expect this situation 1o be ongoing in future years.

Finding — Federal awards audit

Significant deficiency 2008-03.

Recommendation: We racommend that the time certifications are properly recorded in the future.

Action to be taken: We will meet all time certification requirements.
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"To the Members of the Board

Sandusky Cammunity Schools

We have audlted the flnanolal statements of the governmental activities, the busmess -lype actwnttes

the aggregate discretely presented compohent units, each major fund, and the aggregatse remaining

fund information’ of the Sandusky Community Schools for the year énded June 30, 2008, and have

~ issued our report thereon dated August 7, 2008. Professicnal standards require that we prowde you

wnth the followmg information related to our audtt.-

Our Resoonetbil[tv under U.s. Generaltv Acceg d Audttmq Stangard

 As"stated in our engagement Ietter dated August 7,.2008, our responsm[llty, as described by
professicnal standards, is to express opinions about whether the financial statements prepared by

management with your oversight are fairly. presented, in all materfal respects, in conformity with U.S.
generally accepted accounting' principles. ‘Our audtt of the financial statements does not relieve you

| or management of your responsrblhtles

‘ Planned Scope and Tining of the Audt -

We performed the audit accordmg to the planned scope and timing prewousty commumcated fo you |

“In our meetlng about plannlng matters on August 7, 2008,

' ngnnflcant Audit Flndlng _ |

Quatttattve Aspects of Accountmg Practrces

Management is responsuble for the selection and usé of appropnate accounting polmles In
accordance with. the terms of our engagement letter, we will advise management about the'

: ,apptopnateness of accounting policies and their application. The: mgmﬂcant accounting policie$ used

by the Deckerville Corhmunlty Schools are described in Note 1 to the financial statements. No riew

;aocountlng pohcres were adopted and the application of existing policies was not ohenged during

2008. ‘We noted no {ransactions entered 'into by the governmental unit during the year for which

* there.is a lack of authoritative guidance or consensus. There are no significant transgctions that

fiave been reoogmzed in the fmanela[ statements in a dlfferent period than ‘when the transaot[on_
ocourred : :

Accountmg estlmates ere an Integral part of the flnancrat statements prepared by management and

_are based on. management's knowledge and experience about past and currént &vents and
" . assumptions about future. events. Certain accountjing estimates are parttcu[arly sensitive because of

their significance to'the financial ‘statements ‘and because of the possibility that future events

- affecting them may differ mgmftcantty from. those expected The most sensmve estlmate atfectmg

the fmanctal statemente was:

"Estimates have been used m calculattng the [iabitlty for employee compensated absences
The estimated' liabitity is approximately $119,759. We evaluated the key factors and
. assumptions used to develop the-estimate of compensated absences in determtnlng that itis =
_-reasonable In relatron to the fmanmat statements: taken asa whole



Mambars of the Board
August 7, 2008
Page two

The disclosures in the financial statements are neutral, consistent, and clear. Certain financial statement
disclosures are particularly sensitive because of their significance to the financial statement users. Ye
did not identify any significant disclosures.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing aur
audit.

Corrected and Uncorrected Misstatemenis

Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are trivial, and communicate them to the appropriate level of management.
Management has corrected all such misstatements. In addition, none of the misstatements detected as a
result of audit procedures and corrected by management were material, either individually or in the
aggregate, to the financial statements taken as a whole.

Disagreements with Management

For purposes of this letler, professional standards define a disagreement with management as a financial
accounting, reporting, or auditing matter, whether or not resoived to our satisfaction, that could be
significant fo the financial statements or the auditor's report. We are pleased to report that no such
disagreements arose during the course of our audit.

Management Representafions

We have requested certain representations from management that are included in the management
representation leiter dated August 7, 2008.

Management Consultations with Othar independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar fo obtaining a “second opinion” on certain situations. If a consultation involves application
of an accounting principle to the governmental unit's financial statements or a determination of the type of
auditor's opinion that may be expressed on those statements, our professional standards require the
cansulting accountant to check with us to determine that the consultant has all the relevant facts, To our
knawledge, there were no such consultations with other accountants.

QOther Audit Findings or issties

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the governmental unit's auditors. However,
these discussions occurred in the normal course of our professional relationship and our responses were
not a condition to our retention.

This information is intended solgly for the use of the Members of the Board and management of the
Sandusky Community Schools and is not intended to be and should not be used by anyone other than
these specified parties.

Vary truly yours,

Quuornen chey, Bunodandck Fducam, L.

Anderson, Tuckey, Bermhardt, & Doran, P.C.
Certified Public Accountants



